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PREFACE TO THE FIRST EDITION 


This book is intended to be nn introductory manual 
Cor those who wish to make a serious study of 
Indian Economics It has been written from the 
standiwint of the scientific inquirei, and is, the 
author believes, free from political bias An 
attempt has been made throughout the book to 
present the diflercnt sides to eveiy question m the 
fairest possible manner. The author has purposely 
refrained from discussing some important prac- 
tical problems which he intends to deal with in 
a second volume 

Tlie author has tried to avail himself of the best 
available souices of information in respect of the 
various subjects dealt ivith in the book He takes 
this oiiportimity to express his gratitude to the 
authois, editors, or publishers of all pubhcations 
from which he has gathered any information He 
is especially grateful to Mr. J. M. Keynes, M A. of 
Cambridge, for many valuable suggestions relating 
to Indian Ciuioncy. 
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PEEFACE 


The book is being pnbhshed in a hurry, and some 
typographical errors will perhaps be found in it, for 
which the author craves the indulgence of the 
reader. 

Lokdok, June, 1911. 


PEEFACE TO THE SECOND EDITION. 

In this edition the book has been thoroughly re* 
vised and considerably enlarged A numbei of 
appendices has also been added. 


Lovdo\, May, 1915 
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CHAPTER I 

INTRODUOTOEY 


The subject of Indian Economics presents many 
difficulties to the student which it may be useful to 
note at the outset 

The first and the most serious difficulty is to be 
found in regard to the applicability of the pimciples 
of Geneial Economics to Indian conditions Theie 
was a time when such principles were believed to 
be of universal application, and the truths which 
Economics inculcates were regarded as absolute 
truths, like those of the physical sciences Some^ 
economists, however, early leahsed the limitations 
of the science. Mr Bagehot went so far as to 
declare that the doctrines of English Pohtical 
Economy had little validity outside England He 
very properly called the English system of Economics 
“ the science of business, such as busmess is m large 
productive and tradmg communities.” ^ 

‘.^^onomics, as it is taught m the west, is based 
on a number of assumptions, conscious or unconscious 
When we examine these assumptions, we find that 
many of them are vahd m India only to a very 

^ Bagohot, Poslvlatea of English Political Economy, p 7 
r.K. A S 


Obstacles 
to the study 
of the 
subject 

Applica- 
bility of 
economic 
pimciplca 
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limited extent^ This being^so, it would be wrong 
to import wholesale into India the economic con- 
ceptions of the west, and to apply them without 
modification or limitation to Indian conditions But 
although the conclusions of General Economics may 
not, m aU cases, he quite vahd m India, the 
economic tendencies are none the less true Human 
nature hemg the same everywhere in all essential 

^Mr M G Banade, m liis Essays tn Indian Economics, 
snmmed up the position of Indin in regard to the ordinary 
economic assumptions in the following words “With us an 
average individual man is, to a large extent, the very antipodes 
of the coonoidieal man The Family and the Caste are more 
powerful than the individual in determining his position in life 
Self mterest in the shape of desire of wealth is not absent, but it 
IS not the only nor principal motor The pursuit of wealth is 
not the only ideal aimed at There is neither the desire nor the 
aptitude for free and unlimited Competition except within cer- 
tain pre determined grooves or groups Custom and State 
regulation are far more powerful than Competition, and Status 
more decisive than Contract Neither Capital nor Labour is 
mobile, and enterpnsing and intelligent enough to shift from 
place to place Wages and profits are fixed, and not elastic and 
^responsive to change of oircumstances Population follows its 
own law, being cut down by disease and famine, while produc- 
tion IS almost stationary, the bumper.barvest of one year being 
needed to provide against the uncertainties of alternate bad 
seasons In a society so constituted, the tendencies assumed as 
axiomatic, are not only inoperative, but are actnally deflected 
from their proper direction. You might as well talk "of" the 
tendency of mountains to bo washed away into the sea, or of the 
valleys to fill up, or of the sun to get cold, as reasons for our 
practical conduct within a reasonable distance of time ” Mr 
Banadc wrote nearly a quarter of a century ago, and since 
then the situation has undergone considerable change , but his 
description of the state of things remoms true to some extent 
even at the present moment 
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particulars, the same sets of causes always tend to 
produce, under given circumstances, similar sets of 
effects ^d -as-India m conditions are tending J w> 
approjach^earejLJtnd_meater_Jiie_iiondi the 

west , .the .-weatern._ecmomic_iiheo]afis-rare~becoming 
mojBjand-more^pplicable-toJndian-affairsr Besides, 
economic facts of the modern world are so closely 
interrelated, that it is not possible to study the 
problems of one country in complete isolation from 
those of others It will not do, therefore, to brush 
aside the theories of General Economics as absolutely 
useless for our purposes. What is needed is to 
apply those theori^ to Indian conditions with such 
inbdiff^tion^ andjunitations- as • the differences . in 
tlTe circumstance s may suggest The economic phe- 
nomena of India must be studied separately, but 
they must also be considered m their relation to, 
and dependence upon, economic phenomena outside 
the country. 

The second difficulty arises from the fact that 
India is at the present moment in a state of 
ecbnormc transition The older habits and customs 
are being modified by the uupact of western ideas 
and ideals New circumstances are brmgmg about 
changes in the social and economic life of the 
people III fact, the conflict between the past 
and the present is now the dommatmg condition 
The influence of the west is not, however, uniform 
throughout the country, so that we find mdustnal 
India standing side by side with agricultural India. 
Economic phenomena are complex everywhere, but 
this fact of transition introduces an additional 
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complexity into the economic problems which present 
themselves foi solution m India 

Another obstacle with which the student is often 
, faced IS the absence of reliable data There being 
». no mdependent agencies for the collection and 
i^mvestigation of economic facts, the Blue-books and 
Papers pubhshed by the various departments of the 
Government form his only source of information 
But he cannot always depend upon such informa- 
tion, for the agency by which the statistics are 
collected is hardly trustworthy, and the method 
employed m their presentation is often unsatis- 
factoiy Much care has, therefore, to be taken in 
the undeistandmg and use of these statistics , and 
unless this is done the student runs the risk of 
being led away mto wrong generalisations and 
conclusions 

Personal sentiment is another great obstacle to 
the proper study of the subject To make tho 
study frmtful, absolute regard for tnith is essential 
in the investigation of econonuc phenomena, and 
personal hkes and dislikes must be wholly set aside 
Unfortunately, the position in India is such that 
those who take part in economic discussions are 
often led by passion and prejudice to identify 
themselves with this or that party, and thus iSnd 

it difficult to lecogmse and appreciate the whole 
truth. 

These are some of the reasons which account for 
&e neglect of the study of economics in India, 
^e result is that although many capable men have 
dealt with the details of Indian economic facts, 
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very few have attempted to giasp the principles or 
to explain the facts by the aid of tlieones. It is a 
matter for gieat regret that the study of such an 
important subject has scarcely been pursued m a 
scientific spnit The late Mr Justice M G- Ranade 
brought his keen intellect, wide knowledge, and 
deep insight to bear on the study of the subject, 
and a portion of the results of his study was 
given to the public m tlie shape of his speeches 
and essays But they weie merely an earnest 
of what the people expected from him Unfor- 
tunately, his premature death deprived the country 
of the services of one of her best and ablest sons 
In the following pages an attempt will be made 
to deal with the subject in a systematic manner 
The prevailing method and arrangement'^^f'’^^ 
followed, with such modifications as the difierences 
in the social and economic organisation suggest, and 
the theories of General Economics will be examined 
m the light of Indian facts No one, I am sure, 
will expect an exhaustive and satisfactory treatment 
of the various questions of Indian Economics within 
the limits of a small volume like this. My object 
18 meiely to acquaint the reader with the general 
economic phenomena of India so as to help him in 
pursuing a fuller and more detailed study of the 
different branches of this important subiect. 


CHAPTER II 

THE NATURAL ENVIRONMENT 

Man is ultamatoly dependent on nature in eveiy 
aspect of hiB life His economic life, in particular, 
IS closely related to the facts of nature The 
physical eniuronment is, in reality, the basis of all 
economic activitj' In the case of India, therefore, 
as m that of any other country, a study of economic 
phenomena should start with au investigation of the 
physical factor. This subject may be cousideredj for 
our purpose, under the five heads of the geographical 
situation, the geological structure, the climate, the 
flora and fauna, and the facilities of communication 


1. GEOGRAPHICAL SITUATION 

India extends north and south from latitude 8° 
to latitude 38®, and the extreme points on the west 
and the east are situated respectively at lon^tude 
66® and longitude 100® It comprises au area of 
' 1,802,657 square miles. Hie provinces under British 
j admmistration comprise 1,093,074 sqnare miles, or 
60 6 per cent of the total The remainder is 
included in the Native States, The Indian 
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Empire is ctpml to the whole of Europe, except 

Tim mugo of tlm Ilimalaj’as, with its snow-clad 
peaks penetrating far into the sky, forms the northern 
houndaty- of this vast countr}*. On the north-nest 
and the north-rasb also, it is bounded by lofty 
mountains vrhich_ prevent ingress oi egress except 
through a few narrow passcs niid defiles On every 
other side the boundary is the sea. 

Thus situated, India forms a unit by itself, 
sopaiatod as it is by nature from the rest of 
the n orld And m ithm its own borders the 
country presents so raanj’ marked differences m 
physical features that it is often described as a 
contment rather Ilian a country. 

The Himalayas, rising from the plains of India in a ; 
series of almost parallel ranges to the loftiest heights, 
and spreading over a length of more than 1250 feet, 
ate the most sti iking feature in the geography of 
India. Acting as a climatic barrier, and being 
the perennial source of the great niers which 
moisten the parched lands of Northern India and 
endow the soil with inexhaustible fertility, they 
have alwajs exercised the greatest influence not 
only on the physical condition of the countiy, but 
also on the moral and economic life of the people 

* Burma js the samo size r<? A\xstna-IIungary , Bombay 
J3 coinparsvllo »n point of area with Spain ; irndras, tho Punjab, 
Baluchistan, tho Central Provinces and Borar, and Rajputana, 
are each larger than tho Bntish Islands ; tho United Provinces 
and Bchar and Onssa than Italy; and Hyderabad and Kashmir 
than Great Britain, oxolnding Yorkslnro (ndc Cermis of India, 

mi) 
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Below this great lange lies the sub-montane region 
with its dense forests and an inhospiUble climate 
Next comes the great plain of Northern India, from 
about 150 to 300 miles in width, and watered by three 
great systems of Himalayan nvers, — ^the Indus, the 
Ganges, and the Brahmaputra Broadly speahing, 
the western half of this plam may be described 
as dry and sandy, and the eastern half moist 
and water-logged, these features reachmg their 
extreme pomts m Smd and the Great Desert on 
the west, and in Assam and East Bengal on 
the east^ To the southward lies the peninsula, 
consistmg of a rugged plateau separated from the 
north by the Vmdhya range, and flanked on the 
west by the steep hills of the Western Ghats and 
on the east by the Eastern Ghats whicli gently 
slope into the Bay of Bengal. This plateau is of 
an average height of 1500 feet, and is cut into a 
few deep valleys through which seven great livers 
carry their waters to the Arabian Sea and the Bay 
of Bengal. 


2 GEOLOGICAL STRUCTUEE 


India, m the ancient geological ages, was verj' 
different from what we find her now Geologists 
say that m the earhest penod she w'as represented 


lit IS ounons to note how pli}Bical conditions ohnngo along 
with ot er circumstances At the time of Alexander’s imaaion 
a ^ par o o now and desert consisted of populous tou*ns 
and prosperous villages So also, the jungle now Icnoivn as the 
Sunderhnn, and inhabited by tigers and other wild beasts, was, 
a few centuries ago, tho seat of a flounshing kingdom 
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by tbo southern pemnsula and was connected with 
Afnca by land; while over tho aiea wheie now 
exist the regions of the Punjab and Rajputana, the 
tides of a wide and shallow sea ebbed and flowed. 
Thou follo'ued a senes of volcanic cataclysms and 
Molcnt carthqualces winch entirely changed her 
natural features Einally, as the result of a slow 
process of geological evolution extending over 
thousands of years, she acquired her piesent shape 
and physical characteristics. These successive for- 
mations have left their marks on the physiogiaphy 
of India, and they may be grouped under six heads; 
(a) Achaean, (&) Vindhyan, (c) Gondwana, (d) Basaltic, 
(c) Tertiary and Gietaceoiis, and (/) Alluvial. As, 
however, a detailed exammation of these formations 
is not necessary for our purpose, we shall content 
ourselves with a general description of the various 
kinds of soils and minerals which owe their existence 
to them 

T^e most extensive, and ag ricu lturally the jnpst 
imjpqrtonb, tracts are the alXuvial They comprise 
the greater poitio^ of Smd, Gujrat, Rajputana, the 
Punjab, the United Provinces, Bengal, extensive 
tracts in Assam and Burma, the Godavari, 
tho Kiishna and Tanjore districts of Madras, and 
strips extending along the eastern and w’estern 
coasts of the peninsula. Alluvial soils also 
frmge the courses of the rivers in many other 
places.^ 

Alluvial soils differ m different parts of the 
country in respect of their physical as well as their 

^ V jde Imjiertal Qazttteer of Imlta, vol. ni p 8 
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chemical properties Generally speaking, injnortli- 
westem India the soils are porous, dry, and, in 
some places, sandy In Bengal, the soils are more 
compact, less coarse, and moist. The soils jn the 
deltas of Penmsular India are non-porous, clayey, 
and of dark colour The chief advantages of 
porous and hght soils are that they are easily 
worked hy the plough and easily ^permeated by 
water They lead to great fertility of the land m 
places where the atmosphere is moist But their 
great defect is that they allow the water to smk 
into the lower strata, and are unsuitable for 
the growth of those kinds of plants which require 
the retention of a gieat deal of moisture about 
their roots , and thus they cause infertalily of the 
laud in those parts in which showers are not frequent 
The alluvial soils are, on the whole, nch m chemical 
properties Phosphono acid, potash, lime, and 
magnesia are found in sufficient amounts, but 
nitrates are often m defect In some places, 
however, barrenness results from an excessive 
accumulation of magnesia and soda salts on the 
surface A large variety of ndhv and Tcharif crops 
13 grown on alluvial soils 

' Next m importance are the trap soils which 
cover the whole of the Deccan and considerable 
parts of the Central Provinces, Hyderabad, and 
Katluawar On the uplands and the slopes of hilln, 
the soils are porous and light, and are .generally 
poor The chief crops of these areas are millets 
and pulses In the lowlands the soils are thicker 
and darker-coloured and more fertile They are 
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pntO'l to tbo gro\\{h of cotton, wheJit, iajlIotv% and 

Its j'^rtjons of iho Deccan trap area is found 
’Tj tr, or the Wacl; cotton roil, — so called fwin it-s daik 
tolotjr and it? siulalahtv for the growth of cotton, — 
winch poi nn ahnosl incxhain^tihlo fertility. 

."Oil ]*; the product of the dceonipnsition of 
la\aa It i'i of a dark colour and la exceedingly 
C'^mpact and tcnsdoii'^ It i*; higlily relentnc of 
nw'stnre and nch in chemical properties Iho 
kind of crop'' mcv't suited to thcic areas is tho rahi, 
but the ^K'trif crops are also grown in many cn^es 
Cotton, v.lirat, linreed, and millets aro the cliiof 
crops f^oiK akm to the black cotton soil of tho 
Deccan arc found in the rnor-vallejs of a few 
other districts in Bombay, and also in iiarts of 
Madras. 

So much about tho *51)001511 Yanct.ies of soils 
The rest of India may 1*0 de=cnbcd ns tho “jcrystal- 
line roih tract " But these soils difler so much 
from one another in the difiercut provinces m 
rf^rd to their phypical .and chemical characteristics 
tlial it is hardly fair to put them all in one ckss. 
They are u.sually sterile when they occur on tho 
uplands, hut tho el.iyey and l>rowiiish loams of the 
lowlands aro feilile Tho better kinds b£ such 
soils arc suited to a great variety of ciops, the 
most importiint being nee Tho recldish-colourcd 
latontc soils of certain districts in Bombay are 
rather infertile, being highly poxous and dry. The 
ctystallinc soils generally aio deficient in tho nitrates 
and phosphonc acid. 
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In the midst of these varying features one 
chaiacteristic is found to ho common to almost all 
soils, VIZ , then comparative dryness This absence 
of moisture m the land makes the supply of water 
an absolute necessity in Indian agriculture^ 

Such IS the surface of the earth as we find it m 
India It IS needless to say that it is of the 
greatest importance m the economic life of her 
people, whose material and moral welfare is indis- 
solubly hound up with the soil But of equal 
importance is what lies beneath the surface. The 
wealth of a nation m modern times conesponds, in 
a laige measure, to its output of economic minerals 

The minoial wealth of India has not yet been 
fully ascertained , but judging from the amount of 
actual pioductioii, her mines and her possibilities as 
shown by investigations, we may say that India is 
rich m mineral resourcea Mr V Ball, in bis 
introduction to the JEcmomxc Geology of India, 
quotes the statement of Megasthencs that “India 
has undergiound numerous veins of all sorts of 
metals," and regards it as absolutely true He 
goes on to say, “Were India wholly isolated from 
the rest of the world, or were her mineral produc- 
tions protected from competition, there cannot be 
the least doubt that she would bo able, from with- 
in her own boundaries, to supply very nearly all 
the requirements, m so far as the mineral world 

* In tbis respect, Indian conditions diScr widely from those of 
England, where, on account of the presence of an cxccs5i%o 
nmonnt of moisture m the land, drainage m the most essential 
thing in cultivation 
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is concerned, of a biglily cmlised community.’' ^ 
The mineral resources are widely distributed over 
almost the whole of her area, and it will perhaps 
be useful if we biiefiy desenbe the chief kinds. 

Coal is the most important of the mineral 
products of India. Its quantity is large and the 
quality is good. It is found chiefly m Bengal, 
Behar, Assam, and the Central Provinces, and in 
smaller quantities in Burma, Central India, the 
Punjab, Kashmir, and Baluchistan lion ^ ores of 
a superior quality are to be found in abundance m 
various parts of India The chief_^^mr§as^^o 
Barakar, Chaibassa, and Itori m Bengal,,^ the 
northern and eastern districts of the Central 
Provmces; the eastern half of Cential India, 
Mahabaleswar and Malwa in Bombay , and 
Mysore. It is also foimd in small ^quantities in 
the Punjab and the ITmted Provinces, Kashmir and 
Ea]putana At present, however, it is nowhere 
wor^l^^^^to^^^y considerable extent except near^, 
Barakajjm Bengal ,^ut it is hoped that there will ' 
^ b^ a great expansion of the production and manu- 
facture of iron in tb^new future 

Petroleum oil" is found chiefly in Assam, Burma, 
and Baluchistan, and an inferior quahty m certam 
districts of the N.W Krontier Pro-sonce The 


^ V. Ball, Economic Geology, p xv. 

®Tho importanoo of iron and coal in the economy of a country 
la immense The dominant industrial position of England is duo, 
in a largo measure, to her possession of an ahundanoe of thoso 
minerals Coal is important not only as ordinary fuel, but as 
the indispensable requisite in all productive indpstnes. 
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potrolexun resources of India are confined to the 
tivo sv stems of folded rocks on the eastern and 
ivcstem Hmialayaa Bock-salt is obtained in large 
qaantitics m the famous Salt Bangs and in the 
Ivohat distnct of the Punjab Tin is found only 
in lower Burma and in the Hazanbagh district of 
Bengal 7 but the total quantity of output is not large. 

Of the materials used for agnculture and the 
chemical industiies, saltpetre is the most important 
The natural conditions for the production of salt- 
pstTO in Behai, which is the chief source of the 
compound m India, are ideal, but the production is 
now diminishing India is very deficient in her 
supply of phosphates. The only deposit worth 
noticing IS in the Tnchmopoly distnct of Madras 
The export of phosphates m the form of bones is a 
circumstance to be greatly deplored Potash salts 
are ^elT rare Gypsum, alum, and sulphur are 
obtainable in soieral parts of the coimtry Borax 
13 obtained from Kashmir and Tibet Soda salts 
arc obtained from tbo soil m vanous parts of the 
country 

India was, in ancient times, famous for her 
precious metals At present her production of 
theso 13 not large, though it is still considerable 
Tlie most important of these is gold, which is found 
in largo quantities in the Kolar field in Mysore 
Some amount is also found in the mines of Hydera- 
had and eo\eral other places Of recent years, 
paid ha? ken found in two parts of tlio J)halbum 
t in Chota Nagpur Besides, in all the 
i‘ro,ii,rft3 of India small quantities of gold are 
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oljtained from river gravels by the mdigenoas pro- 
cess of washing. 

Both copper and lead are widely distributed over 
the whole of India Copper is found chiefly m 
Bengal, and also in seveial places in the Ce ntral 
il^vinces, Eajputana, Southern India, and at vanoiis 
places along the Himalayas. Lead occurs in Bengal, 
Central Provinces, Rajputana, the Kamul distnct 
in Madras, and certam districts in Bombay In' 
some places, silver and zmc have been found 
associated with lead. 

Of recent years, aluminium has been discovered 
to occur in abundance in Burma and the whole of 
Peninsular In^a, and it is behoved that this industry 
has a great future before it. 

Manganese occurs in such abimdance in the 
Central .Provinces that Lidia now takes the second 
place among the manganese-producing countnes of 
the world. It is also found in certam parts of Bom- 
bay, Madras, Hyderabad, Burma, and Chota NagpurjC 

Mica IS one of the most important mineial pro- 
ducts India turns out more than half of the total 
mica supply of the world The main source of 
production is m the H azaiibagh and Gaya districts 
of Bengal It also occurs m the NelKre distnct of 
Madi^. 

Cobalt is foimd in Rajputana, and nickel is ob- 
tainedfrom the gold-fields of Kolan 

Yarious kinds of precious stones are to be found 
in different paits of India,^ important among them 

* Kautilja in his Arthasastra. and the author of the Penptvs 
rnention a large variety of gems and pearls, 
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being diamond, ruby, and sapphire. Diamonds 
occur chiefly in Madras, the Central Piovinces, and 
near Panna in Central India Puby-inining is a 
very profltable and flourishing industr}’ in Upper 
Burma The chief seat of sapphno is Kashmir, but 
the nunes are said to bo exhausted 

Besides these, there are vanous kinds of mis- 
cellaneous minerals Common stone and marble 
also are important, they being the chief material 
used for building and ornamental purposes. 

Numerous hot and mineral spimgs aie found in 
different parts of India, but their neglect is ti curious 
feature in the situation. As instances may be 
mentioned the hot sprmgs at Manikarn m Kiilu, the 
sulphur sprmgs at Lasundra in the ICaira district 
and at Vajrabai in the Thana district of the Bombay 
Presidency, and other sprmgs along the foot-lulls of 
the Himalayas. 


3 CLIMATE 

The chmate of any place is determined by various 
factors, the chief among these being its latitude, 
altitude, proximity to the sea, and position m regard 
to the prevailing winds India is such a vast 
s country that its parts diffei widely from one another 
m respect of each of these factors, giving us sharp 
contrasts in chmatic conditions 

Excludmg the Himalayas, which act as a 
climatic bamei m shutting out the cold wmds of 
Central Asia and keeping within the borders of India 
the vapour-beanng wmds of the south-west monsoon. 
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tho coiintry may be divided, for meteorological 
purpo'^e?, into two parts: Peninsular India and 
Noithern India. 

The whole of tho Peninsula falls within the 
Tropics and has a hot climato, the variations of 
temperature between summer and winter being 
small. The coasts have an even smaller range of 
temperature, and the atmosphere there is usually 
cloudy. These features arc specially observable on 
tho windward coasts, and they dimmish with in- 
creasing distance from the sea 

Almost the whole of Northern India lies beyond 
tho Tropic of Cancer, but here tho climatic conditions 
are more complex. In technical language, the climate 
may be described os contmental. The severity of 
heat or cold and the amount of moisture present 
in the am, however, differ gieatly in the different 
piovinces and during different seasons. In the 
Punjab and the North-western Pronticr Province wo 
find bittei cold m wunter and extreme heat in summer 
Asw’o travel eastward the soventy’^ both of heat and 
of cold steadily diminishes. In Bengal and Assam, 
the winter is mild and the summer is moderately 
hot Again, Sind, the Punjab, and Eajputana are 
exceedingly dry, while the atmosphere of Assam and 
of East Bengal is abvays saturated with moisture 

Altitude tempers the heat of low latitudes Tip 
on the hills, it is delightfully cool and refreshing 
even m midsummer, but beyond a ceitam point the 
excess of cold forbids human habitation 

These aie the general features of the clmiate 
of India, which are, howevei, to a large extent 
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disturbed by the periodical or monsooii winds, of 
which we shall speak presently. 

The Indian year is divided into six seasons , but, 
for economic purposes, it may be divided into two — 
Winter and Summer,— the latter being subdivided 
into diy summer (Apnl, May, and June) and wet 
summer (July, August, and September) The seasons 
aie of the greatest importance in tho economy of 
Indian life, as.they are accompanied by an alternation 
of the meteorological conditions which produces tho 
most momentous results In wmtor, dry land winds 
prevail over the greater part of India, while in 
summer we have winds of oceanic origin, with high 
humidity, much cloud, and frequent lain This 
alternation is due to a difibrenco m temperature and 
atmosphenc pressure in diffeient regions, • 

The whole of India lies within the belt of tho 
northern trade-winds Under nonnal conditions, 
therefore, we should expect the wind to blow fiom 
the north-east throughout tho year As a matter 
of fact, however, tho north-east wind blows during 
only one-half of the year. Dunng the other half, 
the wmd movement is modidcd because of the 
presence of the continent of Asia near the equator. 
This disturbance of the air current is due to the fact 
that land and water differ greatly in their behaviour 
regarding the absorption and radiation of heat In 
Apnl and Slay, the plains of Northern India become 
very much hottei than the water of the Indian 
Ocean near the Equator, aud, consequently, the 
pressure becomes much lower m the former region 
than over the Equator The heated air rises aud the 
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cooler air from near the Equator rushes in to take 
its place. Thus an air-current is estabhshed m the 
lower strata of the atmosphere from the south 
towards the north. Just at this time, south of the 
Equator, the wind blows as a south-east trade-wind 
As this wmd reaches the Equator, it finds the baro- 
metric pressure higher there than in Northern India. 
It then swirls round and blows as a south-west wind, 
accelerating the air-movement which has already 
begun from the Equator towards India. This is the 
south-west monsoon, Bemg of oceanic origm, the 
wmd IB laden with moisture , and as the clouds are 
driven inland by storms, they drench the parched 
lands of India with ram The south-west monsoon 
usually establishes itself m Bombay and Bengal 
early in June, and before the end of the month it 
extends over practically the whole of Northern 
India 

The south-west monsoon reaches India in two 
currents, — ^the Arabian Sea current and the Bay of 
Bengal current The former gives ram to Bombay, 
the Punjab, and a part of the Central Provinces, and 
the latter to the rest of India and to Burma. India 
gets nearly 90 per cent, of her aimual rainfall from 
the south-west monsoon This monsoon usually 
continues till September. 

In October and November, the temperature over 
the land in India becomes lower than that over the 
sea near the Equator , consequently, the barometno 
pressure is higher, and wmds now begin to blow 
towards the Equator. This is often alluded to as 
the north-east monsoon, but it is, m reality, the 
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normal norfc-east trade-vnnd. Being of land 
origin it does not contain mnch moistnre, and is, 
therefore, called the dry monsoon, m contradistinc- 
tion to the south-west monsoon, which is wet The 
little moisture which it contams is really the residue 
left hy the south-west monsoon, which has been 
prevented hy the HimalayaB from passing out of 
India But the north-east trade-wind picks up a 
considerable amount of moisture during its passage 
over the Bay of Bengal, and gives rain to the south- 
eastern districts of Madras This north-east wind 
IS thus of great economic importance to Madras, 
although the total quantity of ram which India gets 
from it IS small. Some amount of rain also falls in 
the Punjab during the wmter months, which is pro- 
bably due to local storms^ 

n The amount of lam that falls m India varies 
from year to year It depends on the force and 
direction of the air-cnrrent The quantily which 
any particular part of the country receives depends 
on the configuration of the surface of the land, on 
its situation with leference to the winds, and on 
any other factor which causes reduction in the 
temperature of the air. Eor instance, while a large 
amount of ram falls on the west coast of the penin- 
sula, the table-laud of the Deccan and Southern India 
gets very little rain from the south-west monsoon, 
the Western Ghats acting as a harrier to the passage 
of the vapour-bearmg wmds Where, on the other 

* The Northern l>nnjab w oateide the belt of regular muds, 
and, oonficquently, -wo should expect more local stonns here than 
m other parts of India 
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liaud, no snch obstacle is ofieiod to the passage of 
tlie JTJonsoon current, tho clouds travel far into the 
inierior of tho country. The east coast of Madras 
does not receive nuicli ram from tho south-west 
monsoon, for it does not he m the path of the 
winds, their direction being north-easterly. Again, 
any cause which cools the air-current leads to a 
condensation of water-vapour and to the fall of rain 
Hainfall is abundant on the mountains and in forest 
tracts while it is scarce in deserts where the atmos- 
phere, being hot, is capable of holding in suspension 
a iai^o amount of water-\apour. Thus, the normal 
rainfall m the Chorapunji hills is 160°, while it is as 
low as 7“ m Sind and south-west Punjab^ 

The success or failure of the crops is deter- 
mined by the quantity, distnbution, and time of 
occurrence of the monsoon rams. In European 
countncs, the variations in rainfall may increase 
or diminish the abundance of a crop, but m India 
they produce far greater consequences In one year 
rainfall may be so abimdant that han^ests are plenti- 
ful, in another an almost total failure of the rams 
may lead to a severe famine invohdng the loss of 
thousands of lives. But it is not agriculture alone 
that is alBected by the monsoons , trade and com- 
merce are largely dependent upon them, while the 
framing of the Annual Budget of the Government of 
India has been described by a recent Finance Minister 
as a " gamble in rain In fact, the prosperity of the 
country depends almost entirely on the monsoons; 

* A tabular statement of the norma! rainfall in diSeient parts 
of India trill be fonnd m Appendix D. 
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and natural water-supply is the chief factor deter- 
mining the density of population and the state of 
civihsation m any particular pait of India 

The climate of the country affects not only the pro- 
ductivity of the land, but also the physique and char- 
acter of the people A hot and moist climate tends 
to cause much fatigue after moderate exertion and 
a general ill-defined condition of debility It thus 
produces a dismchnation to hard work Various 
kmds of tropical diseases also render the body 
weak and reduce the longevity of life The cumu- 
lative effect of all this on the people is to produce 
a lack of the energy and strength needed to develop 
the best m themselves and in the resources of the 
country. 


4 FLORA AND FAUNA 

The geographical position of the country and its 
climatic and geological conditions have an impor- 
tant heanng on the vegetable and ammal life of 
India The large extent of its area and a great 
variety m physical features and climate, combmed 
with the natural fertUity of the soil, enable the 
country to produce almost eveiy kind of vegetable 
life In fact, the flora of India is more varied than 
that of any other area of the same extent in Asia, 
if not m the world Here we find not only the 
tropical and sub-tropical products, but the products 
of the temperate zone as well The most important 
among the tropical products obtained here are nee, 
coffee, millet, sugar-cane, cinchona, jute, spices, india- 
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rubber and gulla-porcba, pineapple, bananas, and 
otber lands of tropical fruits. The chief sub- 
tropical products grown are : cotton, tobacco, opium, 
and tea. Of the products of the temperate zone, 
the following may be mentioned as the more im- 
portant. wheat, maize, barle)’, pulses, potatoes, 
hemp and flax, and various lands of fruits Besides 
these, many miscellaneous articles are found, such 
as a large variety of oil-seeds, gums, tmiber, and 
indigo 

Animals are of great use for purposes of cultiva- 
tion as well as of draught. At one fame India 
jjossessed a fairly adequate supply of good and ser- 
viceable cattle. But of late there has been a great 
deterioration in the quality, and dimmufaon in the 
quantity, of live stock. Bemg impeifectly fed and 
housed in insanitary sheds, cattle are constantly 
liable to diseases of various sorts , and tlie question 
of breeding does not receive the attention from the 
people which it should.^ This paucity of good cattle 
is a great drawback in the improvement of agricul- 
ture. Cattlc-rcanng is difficult in those paits of the 
country in which rainfall is large, because the ram- 
watoi washes away the salient constituents which 
are essential to the health of the cattle There the 
animals do not grow up to a good size and strong. 
For this leason, horses are lare in Lower Bengal, the 

* '* Cattle disease,” says tbo Agnoultural Advisor to the 
GoTcmmoiit of India, ” is so serious an af&iotion that it ranks 
in many parts of India as a sconrgo, and is a direct obstacle to 
the amelioration of the condition of tho cultivator ” {Report on 
iJir Progress of Agriculture in India, 1911-12, p 4) 
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Carnatic and Coiomandel coasts, and Lower Burma 
In tho diier patts, on the other hand, such as Balu- 
chistan, the Punjab, liajputana and ICatInanar, very 
good horses are found Tho most important of the 
Indian animals are hullocks, which aio used almost 
everywhere foi the plough ns well as for carrying 
loads and drawing water Buflalocs also are used for 
similar pmposcs in many parts The cow and the 
sho-buffalo aio highly useful in almost every part of 
the countiy, as nulk and glm are among tho chief 
articles of food consumed by tho people Sheep and 
goats are found in every pro\ince Tlio donkey is 
a very useful beast of burden, especially in Northeni 
India The camel is plentiful m tho sandier parts 
of the country, and is a very useful animal for 
carnage Tho region in which good cattle is reared 
includes the Punjab, Kashmir, Bnjputana, and 
Kathiawar, whore rauifall is not cxcossiio 

Pioducts obtained from animals, besides milk, are 
wool, wax, and ivory, all of which are articles of 
utihty and m demand 

Of the aquatic products fish, of course, is tho 
most useful The pearl fishencs of tlio Indian 
Ocean are also very inipoitant from the economic 
standpoint 

6 FACILITIES OF COMMUNICATION 

The flatness of the surface makes communication 
easy in the plains of Noithern India Beads and 
railways can be constructed here without much 
difficulty The Ganges, with its numeious tribu- 
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taries and branches, furnishes some thousands of 
miles of vraterways, xrluch are of immense economic 
importance . The Brahmaputra also m its lower 
course affords some facilities of transport The 
Indus and its tiibutanes are navigable by small 
boats, and by steameis during a part of the year. 
In tlie southern haK of the country, the nature of 
the surface has placed great impediments m the way 
of communication. Hoads are not easy of construc- 
tion, and railways have become possible only m 
certain parts of the peninsula, and even there only 
with the aid of much engineermg skill The nvers 
also are not quite so useful as uateiways, all of 
them being' too impetuous m times of flood and too 
scantily supphed with water at other tunes 

The long sea-board of India offers facilities of 
communication between the coast districts of the 
country. The number of natural harbours, how- 
ever, is few, and dming the monsoons the Indian 
Ocean becomes exceedmgly rough But m spite of 
these disadvantages, the sea has now become a 
natural highway connecting India with the other 
parts of the world. 

"We have now finished our bnef survey of the 
physical environment in India and its relation to 
the economic aspect of the life of her people. We . 
have noted the many natural advantages which the 
country enjoys and the few difficulties it labours 
under. It is necessary to recognise the dependence 
of the people on nature ; but it would be a mistake j 
to suppose that tbiB dependence is absolute Man j 
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can, m some measure, modify his environment And 
the people of India can, by their intelligence and 
knowledge, control the forces of nature to a con- 
siderable extent Let ns try to understand this 
pomt clearly 

The productiveness of the land depends on the 
fertility of the soil But natural fertility is 
increased by the effort of man and decreased by 
lack of proper care Wasteful cultivation may turn 
the best land into the poorest , while the worst land 
can be converted into the most fertile by the appli- 
cation of proper manures and the adoption of a 
well-regulated method of agriculture. In mining, 
the extension of knowledge and mventaveness may 
lead to the artificial manufactuie of new and useful 
metals, supplementing and even superseding the use 
of the mmerals which are now known to the world. 
As for the cbmate, it is essentially unalterable , but 
even here modifications may be secured in various 
ways Afforestation may lead to an increase of 
ramfall where it is at present scanty, and irrigation 
may be so practised as to carry water to any place 
where it is wanted Extensive dramage works, 
the reclamation of swamps and marshes, and the 
re-excavation of silted nvers may also affect for the 
better the chmate of the country, the health of 
the people, and the moisture conditions of the land 
The effects of extreme heat and cold may be 
mitigated by various artificial means Tha ener- 
vatmg influence of the chmate on body and mmd 
may be counteracted by the adoption of proper care 
and a scientific mode of hving 
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The flora and fauna of the eoimtrv are deter- 
mined partly by the physical conditions and partly 
by the will of man. Scientific knowledge may be 
applied to the improrement of the esisting y^e- 
feabies and fmi^ and new sorts may bo made to 
grow. So also, the breed of cattle may be improyed 
and certain new kinds may be introduced. 

As for commnnicafion, science has surmounted 
most of the dlSeulties which nature placed in 
cerrain parts of the country. Railways have pene- 
trated into places which would otherwise have 
remained inacce^ble, and distance is no longei 
a bar to commumeatjon. The formidable ocean 
now affords the easiest and cheapest means of 



CHAPTER III 

THE SOCIAL STRUCTURE 


THE PEOPLE 


Haturb and man are the two chief agents in 
the production of wealth In the last chaptci we 
described the pait played by nature in the economy 
of Indian life The present chapter will be devoted 
to a brief discussion of the human element 


The total population of India is about ~ 31 S 15 
milhons, of which Biitish teriitoiy contains - 844-26 '2 
n^hons or 77 5 per cent, and the Native States 
19 ^9 milhons or 22J per cenf^ 

In the whole Empue there are^on the .average 
iv^^pCTsons to the square mile, or much the same 
as in Europe outside Russia In Britmh temtoiy 
the number to the square mile is 22S_ and in the 


tune?Jhat S n . “ considerably more than three 

r?any '‘“-ohed to them ha^e each 

os So ‘‘nd Onssa 

isr “ ““ 
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Hative States lOjf.' But in India, distnbution of 
the people is not even throughout the countr)^ 
The density of population depends on seveial 
factors, the most important of which are rainfall, 
the climate, the soil, the configuration of the suiface, 
and the state of civihsation. As a rule, the popula- 
tion is the densest m those parts in which there 
is an abundant supply of water, either natural or 
artificial, or in other words, whoie the primary require- 
ments of human life aie satisfied with the greatest 
case. But theio are exceptions. The gieatest 
density is to be found in the province of ^gngal, 
which has an average population of to the 
square mile, and the next densest tract is the 
G^ngetic plam of the United Pronnces, with 42? ‘ 
to the sqiiaie mile The densily is the lowest in 
Upper Burma, the North-western Erontier Province, 
and Baluchistan. Between these extremes there is 
almost every shade of variety ® 

^ The people for the most part live m villages 
Onl y per jjent of the population are found in 
towns, with over 5000-peisons each, compared .with 
per cent in England and Wales and 45 G per 
cent, in Germany The proportion of the uiban to 

^Sir A J Bauica pointed out (m an artiolo m tho Journal of the 
Jtoi/al Slaitslical Socteli/, Dcoombor, 1001), that, in tho case of 
India, “ tho moan density figure is in itsolf peculiarly devoid of 
Bigmficanco ” Tho population per mile of tho United Kingdom 
IB 379 , Germany, 290 , Franco, 190 , tho United States, 21 , 
Bussia m Europe, 50 , Kussia in Asia, 3 6 , Belgium, 689 , 
Holland, 400 , Egypt (Delta), 939 ; Canada, 1 6 , Austraha, 1 2 

® In Assam tho donaty is 110 to tho square mile, m Baluchistan 
6, Bengal 661, Bchar and Onssa 344, Bombay 146, Burma 62, 
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the total population ranges from 18. per cent in 
Bombay to only 3 ^per cent m Assam ^ There are 
only 30 tovms with a population of over 100,000 The 
number of towns each ^ontami^ populations vary- 
mg from 5000 to '^SilQO is 2pC ^Jljat the number 
of ^nllages is no less than The reason foi 

this IS to be found in the fact that the people 
are in the main agricultural The rural people 
are generally less progressive m their thoughts, 
ideas, and habits than the town people, but 
there is no antagonism between life in towns and 
that m villages Theie was a time when the urban 
population was much larger, and the social impor- 
tance of the towns greater With the decay of the 
industries, the toivns sank in importance, and there 
was a tendency for a larger and larger proportion of 
the people to become rural® Of recent years, how- 
ever, there has become discermble a tendency work- 
mg in the opposite dueotion, and towns are once 
again beginnmg to take their propel place as centres 

Central Provinces and Berar 33, Madras 291, jSTortli-West Prontier 
Province 64, Punjab 177, and the United Provinces 427 

^ The percentages of the urban population to the total aro ns 
follows Assam, 3 , Bengal, 6 , Bombay, 18 , Burma, 9 3, 
the Central Provmces and Berar, 8, Madras, 117, North- 
West Prontier Province, 13 (csclndmg the Agencies and Tnbal 
areas, where the population is wholly rural) , the Punjab, 10 6 , 
the United Provmces, 10 2, Bnroda, 20, Coobm, 12, Hydor- 
abad, 9 , Rajputana, 13 , Kashmir, 9 ; Travanoor®, 6 2. 
Mysore, 11 ’ 

s It 13 now many years smee the late Mr Justice M G Eanade 
mournfully complained m his Essays and Speeches of this pro 
gressive rurahsation of the people 



THE SOCIAL STRUCTURE 31 

of thought, culture, and industry in the life of the 
nation. 

The dhision of the people into sexes is important 
from the economic standpoint, for a very large 
proportion of the female sex in India can hardly be 
regarded as producers of wealth at all The social 
customs prevent females, of the higher and middle 
classes in particular, from participating in the pro- 
duction of wealth, at least in a direct way. Tal^g 
the country as a whole, there is a’ slight excess of 
males over females Among the higher classes, 
however, the female portion slightly preponderates 
over the male. 

Anothei important fact about population is dis- 
tribution according to age. The old and the very 
young are consumers of wealth, but not producers 
%nghly speaking, the limit for active work may be 
put at the ages of 15 and ^0} The iminbe^pf ^ersras^ 
between these -limits is about^^f7p*^milhons, ot 53 
per cen t, of the population. If we deduct from 
this the infirnT and sick persons, as well as a 
large proportion of females who, owmg to the 
purda system and other social customs, do not 

^ Tho theory of Sandberg, the Swedish statistician, that the 
ago group “15-60” contains about half tho total population, 
holds good in India, but the local variations are somewhat 
greater than in Europe, and the proportions are apt to ho dis- 
turbed by fammo But his other theory, namely, that the num- 
bers in the two ago groups “ 0-16 ” and “ 50 and over ” approach 
equality is not true in India, because, owmg to tho shorter hves 
of tho people, tho rate of mortality amongst persons aged 60 and 
over IS considerably greater than that amongst those under 16 
(vide OcKsiw of India, 1911) 
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contribute to the economic life of the people in a 
direct -way, -we get the total numher of able-bodied 
persons who are fit to participate in the production 
of wealth, or, in other words, who form the labour- 
force of the country. 

The most important fact to bo considered when 
dealmg with the'^human element in production is 
the health of the people The efficiency of labour 
IS greatly impaired by the general ill-health of 
the people in most parts of the country 'Tins is 
due to unfavourable climatic conditions, insufficient 
nutrition, want of pure water, insanitary sur- 
roundmgs, artificial modes of living, and unhealthy 
social customs All these factors render the body 
weak and less able to resist disease To these 
must be added the epidemics which sweep over 
the country every now andT then, sometimes causing 
great havoc and devastation. Finally, the influence 
of heredity helps to perpetuate the evil effects, so 
that the physical deterioration of the people goes on 
increasing from geneiation to generatioru . 

The econonuc condition of the people depends' 
largely on how they earn their living, hence the 
great importance of the question of distribution by 
occupation The most notew’orthy fact in this con- 
nection IS that over 72 per cent of the population 
^are supported by agriculture Industries maintain 
^ IIX psr cent , and trade and transport, 5^ and 1 
respectively The rest of the people depend for 
their hvelihood on the following occupations 
professions and hberal arts, domestic sennee, 
15; pubho admimstration, * 84 , pubhc force, 77 , 
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extraction of minerals, ‘17 , insufficiently described 
occupations, T9V^unproductivo occupations, 
persons living chiefly on their income, '1^) 

So much about what may be called the status 
of the population. But tho dynamics of the 
population arc also very important. Changes are 
affected by three factors: birth, death, and migra- 
tion. We shall briefly notice each of them. 

Birth depends on marnage and fecundity. In 
India, mainage may be said to be almost univeisal. 
Roughly spealdng, we may say that religion and 
social customs favour the marriage almost of every 
person before the age of puberfy’is reached Con- 
sequently, the hj'pothesis^tliat marriages inciease 
with prosperity and decrease with adversity does 
not hold good, in India. As a matter of fact, im- 
pr oind ent marriages are more frequent among the 
lower than among the higher classes. The propor- 
tion of celibates is much lower in India than in 
Europe and America ^ On the other hand, custom 
forbids tho marriage of widows among the Hmdus , 
and, moreover, as there is a great disparity in the 
ages of the husband and the wife," we find a higher 
proportion of widows here than in European and 
American eountnes The proportion of widoweis 
also is a little higher. ' The fecundity of marnage 
among the poorer classes is greater than among the 
middle and higher classes, and also among the 
Mahomedans than among the Hindus This differ- 
ence is due perhaps to the absence of prudential 
considerations among the less advanced sections of 
the commumty. 'pifi..„ayerage_crude_.birth-rate in ] 
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India d urin g the last ten years was 43 9 per thou- 
sand of the population 1 No reliable figures can be 
obtained of the refined birth-rate, that is to say, of 
the births compared with the number of women of 
child-bearmg age But it may be said in a general 
way that women begin to bear children at an early 
age and also cease very early 

The increase oi deciease of population depends 
not only upon the birth-rate but upon the death- 
rate In India, the death-rate is abnormally high, 
as compared with the death-rate in other civilised 
countries About a quarter of the childien .bom 
die withm the first twelve months Durmu the, 
years 19^1-19^11 the aveiage death-rate was 
thousand In the modern civilised communities,^^ 
the normal death-rate vanes from 13 to 21 per 
thousand® The high rate of moitabty m India is 
due to several causes, — fammes, epidemic diseases, 
want of proper food and good drinking water, 
insanitary conditions, and the impaired vitality 
caused by early mamage® In bad seasons the 


^Tho calonlations of birth- and dcath-rato nro thoso of Jlr 
T G Acldand as given in tlio Gmsus Report, 1911 

-In England, the birth rate in 1912 was 23 Spot thousand and 
the death rate 12 9 


t »Tho Famine Commissioners of 1898 said in their Eeport; 
“ Epi^mics may sweep them off by tons of thousands mthout 
attract!^ attention, because these agencies are incessantly at 
work Fammo, which mtonsifies their activity, is more oon- 
spiouous from Its less regular occurrence, but it is really only 
one, an perhaps not the most deadly, of numerous uillncnccs 

and which can bo 

wealtlr^l^ connteracted by the general advance of society in 
wcaitu, knowledge, and material resources ” (p 29) ' 
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population usually decieases , while m good 
seasons there is an increase of population, this 
being due not so much to increased birth-rate as to 
the duninution in mortality. The mortahty m towns 
is a httle higher than in the country, probably 
because of the gi eater congestion in the former 

Accordmg to actuarial calculations, the estimated 
expectations for male and also for female lives, for 
all India are materially below those deduced from 
English lives at all ages The Indian expectation 
at„birth is 22*59 yeais -for males, and -23 31 for 
females, while the English is 46 04 *f or males* and 
50,02 for^females, the diffeiences bemg qiute marked 
throughout life. The estimated expectations he 
below those of 1891 and 1901 at all ages, which 
shows that the duration of life of the people is 
becommg progressively shorter ^ This is a serious 
state of thmgs, and it demands the immediate 
attention of the state as well as of the educated 
community. 

Migration is another factor which affects the 
size of the population Migration is of two kmds 
internal and external Internal migration, agam, 
may be casua l, temp orary^jpenodio, jemi-nermanent,- 
or permanent Casual or temporary movement of 
the people from one province or district to another 
goes on continually Eor mstance, the factory 

^ In 1891 and 1901, tlie estimated values 'vreie 24 69 and 23 63 
respectively, as compared mth 22 59 in 1911 The estimated 
values for male lives m England rose from 44 07 m 1901 to 46 04 m 
1911. These figures have been taken from the Actuanal Beport 
of Mr T G Acldand, moluded m the Census of India, 19JI 
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hands in the Calcutta mills are aU drawn from 
up-country Periodic movements are due to the 
seasonal demand for labour Semi-permanent move- 
ments also are not infrequent But the permanent 
type of emigration, or colonisation, tahes place veiy 
rarely The conservative habits of the people, their 
love of home, their poverty, their lack of Icnowledge 
of the labour conditions m other parts, all tend to 
keep them tied to their native villages One im- 
portant instance of a permanent movement, dunng 
lecent years, has been the migration of a large 
number of people to the Canal Colonies in the 
Punjab 

External migration may take the form either 
of emigration or of immigration The former 
serves as an outlet for the surplus population of the 
country , but the actual total number of emigrants 
from India is so small that, for practical pur- 
poses, it 13 not of much importance* The number 
of permanent immigrants into the country is exceed- 
mgly small The question of emigration as a measure 
for relieiung the pressure of population deserves 
careful consideration. 


1 At the tune of the last Cchbob, the total mnnber of cmigrania 
from Lidia to other parts of tho British Umpire vras sUghtly in 
^ccss of a milhon Tho present tendency of emigration is to fa’l 
m number In 1000-1 tho total nnmbcr of emigrants rrho loft 
jmdia rras 26,508 , hut in 1910 11 it 'was rather less than 15,439 
^cse emigrants usuaUy go to the British oolomes (Ifauntins, 
Natal, British Guiana, British West Ladies, Fiji, etc ), and to 
as unskilled labourers (Staitslical Abstract for 
r * n 1 ^ p 22 () The conditions of existence ra the 
Colonies for Indian emigrants are very far from satisfactory. 
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The caste system and social customs used in days 
of old to prevent absolutely the movement of labour 
from occupation to occupation. The influence of 
caste and of customs is, howe\ er, growing less every 
day, and restrictions are gradually passing an ay , but 
even now the movement is \ery far from being free 

In the course of- the last ten years the popula- 
tion of India has incieascd. fiom. -2d4^'^llions to 
^I5,iaillions. The rate of increase has been a httle 
over f ■^per thousand per year. Xow the question 
arises whethei the population is increasing too fast. 
There are some thinkers who are alaimed at the 
rate of increase, and who asseit that the pressure, 
of population on the means of subsistence is one of the 
chief causes of the extreme poverty of the people, and', 
who predict that this pressure, if allowed to grow 
unchecked, will in the near future produce gieat 
misery in the country. As a matter of fact, 
although the population is giowing, it is not 
increasing as rapidly as in some of the other 
civilised countries^ Moreover, as Prof Sehgman 
points out, the pioblem of population is not one 
of mere size, but of efficient production and equit- 
able distnbuiion The law of diminishing returns 
applies with full force only to agriculture, and the 
real antithesis is not between population and food, 

' The iticrcoso is to be acoownlcd for partly by an increase of 
area and partly by the adoption of a more careful system of 
enumeration, besides the actual groutb of population The 
rate of mcreaso in England and Wales urns 12 17 per cent dunng 
1891-1901, and 10 91 per cent dtirmg 1901-11 In India the 
rate of increneo duiing 1891-1901 uas only 2 4 per cent 
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but between population and wealth When popula- 
tion increases, but the production of wealth remains 
stationaiy or mcreases in a lower ratio than the 
growth of population, the only possible consequence 
IS the greater misery of the people And this has 
been to some extent the state of things in India in the 
past If, on the other hand, wealth and productive 
efficiency are increased simultaneously with the 
mcrease of population, the country will be able to 
support a much larger population than it does at 
present This view of the future is held by, among 
others, ]\Ir E A. Gait, one of the editors of the 
Imperial Gazetteer of India} who says “Apart from 
the non-agricultural forms of employment which are 
rapidly growing in importance, it seems certain 
that, even in the most crowded tracts, more scientific 
farmmg would greatly increase the present pioduce 
of the soil There are, besides, many parts, eg, 
Burma, where, even under present conditions, ample 
scope remams for expansion , and many others, such 
as Western Eajputana, where, with the aid of 
irrigation, crops might be grown on what is now a 
sandy desert” 

^ Tide The Impel lal Gazelleer of India, 1903 



CHAPTER IV 

THE SOCIAL STRUCTURE— (ConftnucfZ) 
SPECIAL FEATURES OF INDIAN SOCIETY 

1 THE CASTE-SYSTEM 

The most Etrikmg feature in the stiuctuie of Hindu 
soGiety IS what is known as the caste-system It is 
a very ancient institution, but when and how it 
first appeared it is impossible to say with any 
degiee of eeitainly 

We find it vaguely alluded to m a few passages 
of the Vedas, and lecognised in Manu’s code, m the 
great Epics, and m the Puranas In the Bhagavat 
Gita, Sreekrishna, the mcarnation of the Deity, says, 
" I have created the four castes according to the 
quahties and occupations of their respective 
members ” This seems to be the correct view of 
the ongin of the system.^ 

1 M Senarfc was perhaps right m saying, “ Caste is the normal 
development of ancient Aryan institutions, wliioh assumed this 
form in the struggle to adapt themselves to the conditions with 
which they came into oontaot in India” It appears quite 
probable that, being surrounded on all sides by hostile aborigines, 
the Aryans found it necessary to set apart the hardiest portion 
of the population for the exclusive ooonpations of war and 
government. Thus perhaps uas formed the Kshatriya caste 
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The essential feature of the system is that 
“ bii th determines irrevocably the whole course of a 
man’s social and domestic lelations, and he must 
thiough life eat, drink, dress, marry, and give m 
marriage in accordance with the usages of the 
commimity mto which he was bom ” ^ 

Mahomedanism, in its pure form, inculcates 
equality among all followers of the leligion and is 
opposed to the system of a hierarchy of castes 
But in India the contagion has spread to the 
Mfl.b nTnfidfl.TiH, among whom caste tendencies are 

Then, as engagement m Trarfaro was fonnd incompatible with 
the performanoe of religious ceremonies and the acquisition of 
learning and the imparting of education, the most mtoUeotual 
and selfless among the people formed themsolves into a separate 
class Thirdly, as the importance of agnoulturo, industry, and 
trade was realised more and more with the growth of civilisation, 
a third class began to devote their energies exclusively to those 
occupations, and lastly, the less cultured among the Aryans, 
together Vfith the conquered tnbes, formed the Sndra caste 
In course of time, subdinsions of these onginal castes were 
made, and many new ones came into oxistenoe Jn tlin anrlipj 
stages of national development, ns M Senart points o nt.-tho 
p nnoip les und ei lying tliesooial stmeture of the Greeks and the 
Bomans were the . same as tlioso of thn TTiTj£ lriq^ In India, 
however, the distinctions became rigid and stereotyped, in 
Europe, society was soon able to throw ofiF the fthnclflog 
A caste is defined m the Impartal Gazelteer of Indxa as “ a 
collection of famihos of groups of families, bearing a common 
name which usually denotes, or is associated with, a specific 
occupation , claiming common descent from a mythical ancestor, 
human or divine , preferring to follow the same calling , and 
regarded by those who are competent to give an opimon as 
forming a single homogeneous community” How for this 
definition is correct it is not our business to discuss here 
' Th& Imperial Gazetteer of India 
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visible In some places, the social distinctions 
have become quite marked and well-defined. 

The caste-system has undoubtedly many bad 
features, but it has some good pomts also which 
are not often appreciated by careless observers 
Wliether good or bad, changed conditions have led 
to a modification of the system. Occupation is not 
now necessarily the mdication of a man’s caste. 

Members of different castes are now-a-days to be Oaste-system 
found in almost every occupation. Caste rules 
have now become less rigid than befoie, and the 
modern tendency is to elunmate from the system 
such features as have been found unsuited to the . 
economic orgamsation of modern society 

The chief economic significance of the system is Economic 
that it fixes absolutely the supply of any kmd of “'^wficnnco 
laj^ur. The scope given for the play of competition 
. thus becomes limited, and consequently the law of Limitation of 
\ demand and supply is rendered either inopeiative 
■or oppressive m its operation When there takes 
place any change in the economic woild, labour is 
unable to adjust itself to the altered circumstances 
and suffers in consequence, sometimes veiy heavily 
Wages and prices have very often to be regulated 
by custom or some other aitrficial means. Further, 
the institution of caste is ill-suited to large-scale Unsmtedto 
production, in which mmute subdivision of labour pr^ucfaon 
IS essential, and which requires the supply of any 
land of labour to immediately respond to the 
demand for it Under the caste-system the people 
lose them adaptabihty to changed emcumstances 
The system, moreover, has its mfluence on the 
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character of the individual Wliere birth deter- 
mines the whole course of man’s occupation in life, 
there is little chance of his capacities being always 
put to the best use, and each profession may have 
to tolerate many persons who are incompetent or 
useless in that particular profession but who may 
perhaps do better m some other. Denying, as it does, 

3 equal opportunities to aU, it often becomes the source 
i of grave mjustice to large classes of the community. 
The result is a great economic loss But, on 
the other hand, much economic advantage ensues 
from the fact that every man mherits a ceitain’ 
amoimt of skill from his patents and unconsciously 
imbibes much of the technical knowledge from the ' 
atmosphere of the particulai profession m which he 
IS brought up Another gieat merit of the system^ 
IS that, by limiting the mfluenco of competition, it’* 
stands forth as the protector of the weak Every-' 
one finds a place in the economic oiganisation — no 
one is absolutely helpless 

Whether or no the ments of the system are 
greater than its defects is not a question for the 
economist alone to answer But the prevailing 
opmion seems to be that the advantages are fai 
outweighed by the disadvantages Some would 
regard the caste-system as the chief cause of the 
economic stagnation of the country and the poli- 
tical enslavement of her people^ 

*Mr C B Phipson, m his excellent book. The Science of 
Ciwhsntion, says "Ko system could bo more opposed to 
econonuc freedom than this [the caste system], or any devised 
mote restnotivo of economic development . Caste presents 
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An important institution connected with the 
caste-system was the caste-guild of ancient times Thocaste- 
Each caste was, to some extent, also a trade-guild 
As a trade-union it used to msist on the pioper its functions 
training of the youth of its craft, to regulate wages 
to deal with trade delinquents, and to supply courts 
of arbitration for the settlement of disputes 

Its chief objects were to regulate competition ita objects 
among its own members, and to uphold the mteiests 
of the body m its disputes with other craftsmen 
The decisions of the guild were enforced by social 
penalties or fines. The guild encouraged efficiency 
by means of rewards, and discouraged mefiSciency by 
social disfavour It also exercised the' functions of 
a mutual assurance society , and by findmg employ- 
ment for the unemployed and helping the poor and 
the needy, the guild-system avoided the necessily of 
a poor-law. 

The caste-guilds of India were, in many respects, 
similar to the guilds of mediaeval Europe, but mSwevai 
there were many pomts of difference These latter ^ 
were not endogamous, and there was no bai to the 
admission mto the circle of outsiders who had learnt 
the business. The common occupation was a real 
tie and a source of strength, not a symbol of 

a solid bamer to mental development generally, or, to that 
onqmiy into, or mastery over, the powers of nature without 
which there can be no nsing to the higher levels of civilisation 
It leaves, therefore, every people subservient to it at the mercy 
of whatever more advanced nation is mterestod m subdumg 
them [In India] a fairly high level of economic develop- 
ment had been reached before the institution of caste arrested 
further progress ” 
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disunion in the different parts of society as in the 
ease of the Hindu guilds Lastly, the Euiopean 
guilds might — as they did — expand and develop, 
while the Indian ^stem was rigid and stereotyped. 

There was a time when these caste-guilds w'ere of 
the gieatest economic importance By their excel- 
lent organisation they largely promoted the pi educ- 
tion of wealth The famous fabrics of rural India 
were developed under the supervision of these guilds 
Caste-gmlds as such aie now to be met with only in 
a few places in India,^ and even where they exist 
they do not exercise anything like their old influ- 
ence But there are trade- or craft-gmlds in almost 
every part of India, the objects of which are similar 
to those of the caste-guilds of old, but which are 
rarely stiong enough to perform their duties m a 
pioper manner The merabeiship is not necessarily 
confined to one caste The bond of union is not 
half so strong, and they lack the unity of sentiment 
and efficiency of organisation which ensure the 
success of the trade-umons of modern Europe and 
Ameiica 

The Mahomedans of India also have their trade- 
guilds, which are organised on principles similar to 
those of the Hmdus But the democratic organisa- 
tion of Mahomedan society prevents these guilds 
from being stereotyped mto castes In some trades 
the guilds are well organised, and are strong enough 
to wield considerable mfluence over the members. 

» The mention of guilds in Koutilya’s Arthasaatra proves that 
hefore the commencement of the Christian era 
The highly developed guild system at Ahraedahad still exists. 
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2 THE JOINT-FAMILY. 

Ill India, tho unit of sooietj is not the indhidual Family the 
but the family. Among the Hindus, this family 
includes not only the hushvnnd, the wife, and the 
children, but many more members besides The 
essential featuio of the s 3 'stem is that the consump- consumption 
tion of goods is common, and eveiy member of a »» common 
family shares in the piosperity or adversity of eveiy 
other member 

The Hindu law of property is essentially diffeient Jomtpro- 
from the laws w’hich regulate property in the west 
In Europe and Amerioa ownership, as a lule, is 
single, independent, and umestricted In India 
corporate property is the rule, and absolute 
unrestricted ownership is found only in a few parts 
of the country and in rare instances in the rest 
Tlie law in this respect is based on the joint-family 
system, which was, and to some extent still is, the 
backbone of Hindu society.^ 

Originally, every Hindu family, and all its pro- 
perly, was not only jomt but mdivisible - Now it 
has ceased to be so , but so long as partition does 
not take place, jointness is presumed, and every 
member has the right of enjoyment to the family 
property. The system is organised on the prmciple 
of subordination of all members to the head — ^not on 
co-ordination or equality of all members. 

There is a great deal of divergence in the 
doctrines of the various schools of Hindu law 
The Mitalcshara school, which governs the greatei law 

Mitalvshura, 

* Mayno, j&aw, p 293 ’‘Ibid p 332 
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part of Hindu society outside Bengal, is more 
ngorous in its regard for the security of the jomt- 
family than the Dayabhaga school, which governs 
Bengal pioper According to the former, ancestral 
property is owned and enjoyed by the members of a 
family as a whole, the share of each remaining 
unascertained until and unless there is a regular 
partition The person who is the head of the 
family for the tune being is only the manager, and 
has no right to sell or dispose of it in any way, 
except for the benefit of the family or for legal 
necessity Dayabhaga, however, gives greater powers 
to the head of the family, and, accordmg to recent 
decisions, he is consideied as the absolute owner of 
the properly, having full lights of disposal over it. 
As for self-acquired property, both the schools give 
the owner full rights to it 

The Joint-Family system has existed m India for 
ages, but is now m a state of decay. It is regarded 
as a blessing by some thinkers and as a curse by 
others Looked at from an economic standpomt, it 
to appears to have ments as well as defects The 
chief ment lies m the fact that almost everyone 
can be sure of a bare subsistence, which is the 
first condition of economic advancement Children 
are not liable to be cast adrift into the world at a 
time when their physical and mental capabihties 
are as yet undeveloped Hey receive a start which 
18 a great advantage to them in their race of 
life The aged, the weak, and the infirm are also 

taken care of, and are made useful members of 
society 
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But, on the other hand, it should he noted that 
when the means of subsistence are secured without 
any effort on a man’s own part, he loses the great 
incentive to work, and is apt to become lazy and 
dependent on others Self-reliance — the great virtue 
without which no economic progress is possible — 
is thus discouraged Economic freedom, which is 
such an important matter in the production of 
wealth, is also curtailed. Moreover, the burden of 
a large family makes a man afraid to undertake 
risks and unwillmg to launch on new ventures He 
IS thus in a manner prevented from making the best 
use of his capacities * 

Sometimes, not only consumption but also pro- 
duction IS found to be in common Every member 
contributes by his labour to the production of the 
family wealth In such cases, the members of the 
jomt-faimly are lil^e the members of a commumstic 
or co-operative society, and the advantages of the 
joint system are secured without some of its usually 
attendant evils The situation is reversed m m- 
stances in which only a few work and the rest 
depend on them for subsistence 

As for the balance, the economic gam is in some 
cases greater, and m others less, than the loss 

1 Justice Sir Sankaran Nair, comparing the Enghsh with the 
Indian lattr, says . “ The one law is individnalistic, and based 
on the inviolability of contract, with the result that success 
attended energy and labour The other was rooted m com- 
munistic and family bondage, and was one of status-fostered 
mdolence and stifled all energy ” (Artido headed “ In dian Law 
and English Legislation ” in the Contemporary Bevicw, August, 
1911 ) 


Defects. 


Sometimes, 
production m 
common 
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Whatever may have been its merits in the past, 
the system is now steadily losing ground 

The Mahomedans also generally live under the 
jomt-family system, hut among them there is no 
presumption of jointness The bond of umon, in 
fact, is not so complete as among the Hindus, and, 
consequently, the system is fai less rigid. The 
Mahomedan law gives the owner of the property 
for the time being absolute dommion over it, 
whether such pioperty be self-acquired or ancestral 
He can dispose of it m any way ho likes, provided 
that operation is given to the transaction during his 
lifetime It is only in respect of dispositions by 
will that the donor’s power is limited by the rights 
of his heirs. 


3 THE LAWS OF SUCCESSION 

Tliere is no such tlung ns succession, properly so- 
called, m an undivided Hindu family governed by 
the Mitakshara law The whole body of such a 
family constitutes a sort of corporation, and, on the 
death of any member, the property devolves on the 
remammg members by survivorship and not by 
succession. Succession takes place only when pro- 
perty IS separate. Under the Dayabhaga law, 
however, succession takes place even to the joint 
property The whole of the property passes to the 
male children, when there aie any If there be no 
male children, it passes to the next of kin 

Mahomedan law, the property is 
ivi e , on the demise of its owner, among a laiger 
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number of heirs, many of the neai relations obtain- 
ing shares even when there is male issue 

The law of primogeniture does not exist in India No pnmogem- 
exccpt in the case of ruling cliiefs or m a few 
families where there is a special custom to that 
effect. Thus, accoiding to the Hindu as well as the 
lyfahomedan law of inheritance, property, whether 
real or poisonal, is divided among a number of Dmsionof 
persons. The result of such division is that it fts’odvantnges, 
prevents the accumulation of wealth in a few hands 
and enables a consideiable number of persons to 
enjoy moderate wealth It minimises the distance 
between the high and the low, and fosteis a large 
middle class. Such a system is admirably suited 
m one respect to the industnal progress of a country, 
for it gives to a consideiable part of the people 
something to start busmess with ; and this amount 
not being large enough to live upon, most people* 
are dnven to work m order to be able to live in the 
standard of comfort proper to their social status 
It fosters the growth of self-iespect and develops 
habits of self-help and self-ieliance among the 
people. On the other hand, it hmders large-scale disadvantages 
pi eduction for want of a concentration of capital, 
and in a country where the Jomt-Stock and the 
Limited Liability Company systems are rare, it 
tends to arrest industnal progress 

4 THE VILLAGE SYSTEM 

As we have already seen, the great body of the 
people of India is rural. It is so, not because 
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belonging to them all The several holders are 
distmct in interest, and the only bonds which unite 
them are locality, common subjection to the head- 
man, and common services of the village artisans 
and menials This form of village is universal in 
Madras, Bombay, Central India, and Berar ; it also 
origmally existed in tho Central Provinces and 
Bengal. 

Ih the Landlord-village, the holdings of tho 
cultivating landholders are not separate units ; they 
are parts of the entire area of the village which is 
owned by an individual or a family having the 
claim to be superior to the cultivating landholders. 
The proprietary body ^ is of common descent, and 
may consist of a large number of co-sbarers This 
co-sfaarmg body raiely cultivates tho laud itself, 
more often, the land is cultivated by a subordinate 
body of tenants who pay rent to tho landlord (or 
body of landlords) 

There are three pnnoiples according to which 
laud IS divided among the co-sharers (o) The 
ancestral or family-share system (Icnown as the 
pattidan system), by which each member of the 
co-sbanng body takes the fraction of the whole 
which Ins place in tho family ‘ tree ’ or genealogical 
table points out, (&) special customary system of 
sharmg, &.g , shatmg m equal artificial lots (called 
the hhaiaehara system), sharmg by ploughs, or with 


Maine tliinl.,8 that proportj in land, as it is nndci 
ooa in Europe, is a eompantivoly modern institution, bu 

viow”f A ‘‘’ithontj on the snbjcot, contests thi 

vioiv (Hde Baden Powell, Indran nitaoc OmMy) 
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refcrenro to shares in viator, or shares in vrclls, and 
(e) the system of dc facto holtluigs, by which what 
each now holds is iv^ardcd as tlic measure of Ids 
interest The Landioid-Mllagc system pi c\ ails in 
the United Provinces of Agra and Oudh, the 
Tuiyab, and the 2^'orth-wcstern Frontier Pronnee 

I^iudlord-nllagcs one then origin to one of Sources 
three pnncipal sources. First, tlioy may Iiavo been 
founded by single persons or grantees or reicnue 
farmers: or they may have been founded by the 
dismemberment of the houses of ruhng chiefs; or 
thirdly, they may ha^o been created by tribal 
groups or colonist associations, as for instance, tbe 
Jats and the Rajpute 

In each of tlio IJaiyatwari villages there is an Viiiagooffiecra. 
ofiicial headman (called patcl, mandal, or nrft/i) Tbo Headman 
Ilis office has always been regarded as of great 
importance He often exercises petty magisterial Ljs functions 
powers, and also decides petty suits cither as an 
arbitrator or as a chil judge He also perfoims 
various duties of a general chai-acter, concerning the 
well-being of the nllngo But he has no responsi- 
bility for the revenue, except that of his onn hold- 
ing He holds a hereditary position, and is re- 
munerated hy the giant of a plot of land In the 
landlord-villages the busmess of the village is and inndiord- 
entrusted to a piinchayet or council of village 
heads, the leading man among them bemg selected 
as the representative of the body and the headman. 

He is called the hmhardai, and is directly respon- 
sible for the revenue of the village' 

* There may bo more than ono htmbardar m a village 
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Another ofScer of the village is the pcUwcvn or 
accountant He is entrusted with many important 
duties He has to keep the village accounts of 
revenue payments hy the propnetors or co-sharers, 
and outstanding balances, of rent payments by 
tenants, and of items chargeable to the common 
expenditure of the village He has to produce and 
keep the village maps, field-registers, and other 
records of landed rights, shares, and interests He 
fills up the statistical returns of the crops sown and 
harvested, the number of cattle, and such other 
thmgs He has to take note of all changes that 
occur in the ownership of land Lastly, he has to 
repoit at once to the tahsil any unusual occurrence 
in the village Besides these officers, there is a 
watchman or chowhdai m each village, and, m some 
cases, one or two other petty officers ^ 

Until recently, each village constituted an 
mdustrial unit, of which the chief feature was 
its self-sufficiency* It used to he, to a large 

^ In a deed of gift by the minister of Bukka Rajra, King of 
Vijayanagar, dated a d 1187, the followmg list of •village 
of&cets IS gi'ven (1) Beddi, (2) Kamam (accountant), (3) Purohit, 
(4) Blacksmith, (6) Carpenter, (6) Money-changer, (7) Pohoe- 
man, (8) Potmaker, (9) Washerman, (10) Barber, (11) Messenger, 
(12) Worker m skins 

* Vide Baden-Powell, Land Revenue Systeme of India, and 
Sir T Monson, Industrial Organtsahon of an Indian Province. 
In regard to the South Indian village, Mr T Bamakishna says 

It ivill be seen that this village is a little world in itself, havmg 
a government of its o'wn and preservmg mtaot the traditions of 
the past m spite of the mfluences of a foreign government and a 
foreign civihsation Every member of the little state of Kalem- 
bakam regularly performs the duties allotted to him, and every- 
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extent, independent of relations with the outside 
world, 60 far as its internal economy was con- 
cerned, for within its own boundaries the ^^llagB 
possessed all the factors which were reqiusite for the 
supply of its few wants. The great bulk of the 
people IS agricultural. The cultivators take lease of 
small plots of the village land either directly from 
government or from a landloid (or a body of jomt- 
landlords), to whom they pay rent. They work the 
land themselves with the aid of their family mem- 
bers and sometimes also of hired servants They 
supply the small capital from their oun savings or 
borrow from the village landlord or the money- 
lender. They are also themselves the managers, 
organisers, and experts of their petty farms, and 
they carry their produce to the market — which is 
held once or twice in the week — ^to exchange it for 
other commodities. 

Besides the two classes of landlords and cultiva- 
tors, there is a tliird class of mliabitants in the 
village composed of the artisans The weaver, the 
blacksmith, the oilman, and the jeweller supply 
the needs of the small society, and are recognised 
members of the village commumty. The petty 
shopkeeper performs the important function of 
exchanging the different pioducts The money- 
lender — ^who also usually combmes other functions, 
especially those of a wholesale gram merchant — ^is, 

tiung -works like a machine Those that render semco for the 
upkeep of the -nllago constitution are paid in gram or have some 
lands allotted to them to bo cultivated and enjoyed free of rent ” 
{Ltfe tn an Indian Village, p 83) 
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by ^nifcue of his position, a very important 
member. 

The sei vices of the artisans, etc , used to iic, and 
to a small extent still is, paid for in kind In the 
Milage economy there is very little competition* 
with the outside world, though nithin the village the 
motive of seH-interesb natuially prompts everybody 
to find the best advantage for liimself. Wages and 
profits are, to a laigc extent, governed by custom 
and aic comparatively fixed and inelastic. DiviBion 
of labour is earned to some extent, but as division 
depends on tbe extent of the market it cannot be 
earned very far. Labour is immobile , and what little 
capital thoxe is in tiie village is locked up in the land 

J The difleiont classes in the vnllago aie conscious 
f the fact that each is dependent on the others, 
nd that the luloreste of each class are bound up with 
(those of the rest Thus there grons up a strong 
/ sense of unity and solidarity which helps to presene 
' the mtegnty of the village. 

The villager lives a simple, and m years of good 
harvest, a contented life There is very little 
wealth in tbe village, bat tbe evils of capitalism are 
also absent The cultivatoi or artasnn Imows little 
of the comforts and luxunes of urban life, and does 
not miss them. He knows that there are things 
highei than those of tins world, and strives to attain 
them m the waj which his religion and traditions 
pomt out to him 

^SirHcnrj Maine says, "CSompctition, that prodigious sooinl 
foreo, of nhieh the action la measured by political eeonomi', is of 
reklivolj modem origin "(r«fe Maine. VUlagt t/ommumVics). 
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Such was the village system in its pure form But 
to-day it IS haidly to be found in its entirety in any 
part of India The economic conditions of the 
couutry are now imdergomg a moie or less complete changmE 
transformation, and the milage must necessarily 
change to keep pace with the march of event® 

The impact of western civihsation is also working a 
change in the ideas and ideals of the mllager, and is 
makuig it impossible for him to retam his old sim- 
phcity of hfe 


6. STATUS AND CUSTOM 


In India, every man is boin into a ceitain status 
in society and family, and the whole course of his 
life is deteimmed by such status. Custom was, in 
the ancient days, the supreme regulator of his actions 
and relations m life The mflnence of custom is, 
however, growing less every day In India, as in 
every other piogressive country, the movement has 
been and is from status^ to contract 
if. Tnftyi,>i Q_asserted of a maiontv of the Indian _iieflDlg 
■1b.«if fhmr na tionsnifi-g ovem ed moie .often. bv custom 
tha n by fr ee competition The late kir Eanade said, 

“There is neither the desire nor the aptitude for inHuraceof 
free and unlinuted competition, except withm cer- 
tam piedetermined groups or grooves Custom and 
state regulations are far more powerful than com- 
petition, and status more decisive in its mfluenoe 


custom 


* Status may bo defined as the position or standing of a man as 
determined, not by bis own free will, but by circumstanoes over 
which he has no control Status is opposed to contract 
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till the middle of the last century. Nowadays, 
however, they are governed more hy competition 
than by custom , but still they are not so elastic and 
responsive to changes of circumstances as m Europe 
or Amenca. The fluctuations m the rates of wages 
are shght, — the deviations from the usual wage 
levels of any particular locahty are always confined 
within narrow limits. In the towns, owmg to the 
ever-increasing demand for labour, competition has 
now established itself as the determmmg factor in 
wages, but in the country, especially m the remote 
villages, custom contmues to govern the earnings of 
labour to a laige extent The economic theory that 
wages depend on demand and supply of labour is as 
true in India as elsewhere, hut the law finds here a 
hmited scope for its operation. 

Prices also used at one tune to be detemuned, to on pnoes 
some extent, by custom. But nowadays they almost 
always depend entirely upon the relations between 
demand and supply. It is only m parts of the 
country which are not easily accessible that custom 
is now found to exercise any considerable influence 
on prices. 



CHAPTER V 

PRODUCTION 

V^l GENERAL OBSERVATIONS 

Op the factors of pioduction, natuial resources aic, 
of course, of primary importance India, as we 
have seen, is very rich m this lespect There is an 
abundance of feitilo land as well as of mmeral 
resources. The productivity of land, however, 
depends on rainfall, which is a very uncertain factoi 
m the situation. Land is split up into millions of 
small plots, which aie held by a numerous body of 
petty farmers PracticaUy all land utilised for pur- 
poses of production is subject to the payment of rent' 
Labour is, except in industiial centres, plentiful. 
Wages are low, but as the woikmen are ignorant 
and mostly unskilled, the out-turn is comparatively 
small, and, therefore, labour can hardly be said 
to be cheap. Movement of labour from place 

' The no-ront maigin is in most countries invisible and inde- 
finite , and the hypothesis of no rent land is true, in practice as 
distinguished firom theory, only in countries whore there exists 
an active competition among the landowners, and whore the 
demand for land has not yet outstnpped the supply of it In 
India, although there is plenty of lond lying waste in unpopulated 
traots, yet in the populated parts there is hardly any productive 
land left unutilised 
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to place IS very irregular,, and that from occupation 
to occupation, IS lare. Competition, when it acts, 
affects the lahonier injuriously. The labourer is 
diligent and sober, but poor, unenterpnsmg, and , 
unambitious. He possesses a natural quickness of 
intelligence,^ but education has not taught bnu how 
to put it to the right use. He is poor, and often 
heavily indebted. He usually works on his own 
account, and takes upon himself the functions of tlie 
capitalist and the business manager, which he is 
unfit to properly fulfil. The dignity of labour is 
hardly appreciated by the higher classes of society 
Division and differentiation of labour is practised 
only to a limited extent 

Indigenous capital is not only small in the c.ipifai, 
country, but is also shy.^ Where there is wealth, 
lack of enterprise often prevents the owner from 
investing it m profitable undertakings, for he does 
not fully lecognise the necessity of taking risks, and 
has lost the habit of forecasting the future. 

Busmess organisation, which is perhaps the most organisation 
important factor in the success of modern mdustr^’^, 
has not yet been developed to any appreciable extent 
in India Practical experience — the best school for 

learning business — ^has not taught the people how to 

^Sir John Strachey says, “The agnonltiiral classes arc cer- 
tainly not inferior in intelligence to the peasants of many of the 
oonntnes of Enropo” {Ivdia, its Admmistration and Progress, 
p 394) 

* This IS hdieved to ho the result of the misnilo from which the 
country suffered in the eighteenth century, and which prevented 
the accumulation of wealth and dulled the desire of the people 
to improve thefr economic condition 
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manage big concerns and to properly dischai^e the 
multifarious and arduous duties of the modem 
entrepreneur Industrial training and the acquisi- 
tion of commercial knowledge have been, until recent 
years, most lamentably neglected. The value of 
co-operation and combination is not yet fuUy appre- 
ciated Men of abibty and character rarely engage 
m business, and the result is that those who do, 
do not inspire the faith and confidence which is the 
comer-stone of modern industrial acti\’ity 

These are the chief among the drawbacks which, 
in spite of the nchness of natural resources, have 
prevented the production of wealth fiom proceeding 
at a rapid rate The annual production is not at all 
comparable to that of any other civihsed nation 
The country generally is not in a prosperous condi- 
tion There are some who would go so far as to assert 
that the condition of the middle classes of society 
has decidedly become worse than before, while the 
poorer classes lead a precarious sort of existence from 
year s end to year’s end A large percentage of the 
people never have a silver piece m their possession 
The average farm production per head has been cal- 
culaj^d at Bs 40 per year * The average mcome per 
by enunent Enghshmen, is Bs SO 
William Digby and ]\Ir Dadabhai 


W Sba^ux This IS the figure also 

J ? , ^ Robert Giffon (vido Economic Journal, 1904) 

Sir ^ century Lord Gromor (then 

ISSil^t £2. m 1903, Su 


L n r- 7 ^mmissionors of 1880 at £2. in 1903 Si 

“ 191*2, Siipld 

myfair regarded the latter figure as the correct estimate. 
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Naoroji would put it at aa even lower figure. 

In calculating the income of the ordinary cul-^ 
tivator or labourer, the incomes of the rich and 
well-to-do classes must he deducted fiom the total 
national dividend. This would give us something 
' like 18s. as the income per head of the hulk of 
the people. The income m India compares very 
unfavourably with the incomes of the other civilised 
countnes. The average income of the people of the 
Umted Kingdom was twenty years ago, as given by 
Mulhall, £37, or 18 6 times as great as that of India. 

The average in the United States was £39 , that in 
France, £27 8 , and in Germany, £22*2 ^ Since then, 
the average income in every eountry has consider- 
ably increased The average in the United King- 
dom, according to Mr. Lloyd George, is now £52 
In India, however, the mcome has not mcreased to 
any appreciable extent 

Reliable statistics of the wealth of India" are not Wealth, 
available The average wealth per head of the 
population has been variously computed at fiom £10 

^ Vtdt Mulhall, Dictionary qf Statistics 

’’India 'n'ns celebrated in the earliest ages for her immense 
•wealth She was at one time the nohest country in the 
world It was the wealth of India which was the cause of 
the foreign invasions from the time of Alexander doivn to the 
eighteenth century When Sultan Mahmud of Ghazni sacked 
the temple of Somanath, the booty was so largo that it was 
impossible to calculate its value At Kanau], Mahmud was so 
much struck by the splendour and magnificence of the city that 
he declared that “ it was only nvalled by the high heavens ” 

The spoil of ^ndir Shah was valued at £625,000,000 (tvefe J S 
Cotton, Oolomes and Dependencies, and Lethbndgo, History of 
India) 
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to £20 ' The average wealth of the United King* 
dora IS £334 per head, of Prance, £252; of the 
United States, £270 ; and of Germany, £246 

This is certainly a very gloomy picture, but it 
need not fill us with despair about the future 
Strenuous and persistent efforts on the part of the 
people are sure to lead to an immense improvement m 
the economic situation As a matter of fact, signs 
are already visible of the approach of a better 
state of things The defects mentioned above are 
not inherent in the character of the people, but are 
the result of circumstances which they are now 
endeavouring to control and modify We already 
find that a wave of enthusiasm for mdustry is 
passmg ovei the land A new spmt of enterprise 
16 abroad. Labour is trymg to shake off its lethargy 
and Ignorance , capital is overcommg its shyness , 
and the people are preparing themselves for a new 
and vigorous mdustnal lifa 

The economic position, so far as production is 
concerned, may be summed up as follows The 
productive capabihties of India are great ^ She , 
possesses an abundance of natural resources and a 
plentiful supply of cheap labour, but she lacks 
capital, enterprise, and organisation Tlie defects 

^ £10 \ras tho estimate of Sir Robert Giffen m 1903 The 
^gtegato TFealth of tbe difibreot countries "(ras at that dale 
England, £16,000 milbons, the Umted States, £18,000; Ger- 
fiance (exclusive of puhho ■sraalth), £9,000, 
indm, -3,000 According to the estimate of Herr Steinman- 
r '*** Men ° national vrcalth of Germany inoreases annually hy 
^ millions, and now amounts to nearly 

4.20,000 millions. 
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are, howevei, remediable, and, as a matter of fact, 
attempts are being made to overcome them. 

/ 

k AGRICULTUItE AND MANUFACTURE 
COMPARED 

Before passing on to a somewhat detailed descrip- 
tion of the agncnltural and manufacturing mdustries 
of the country, it would be well to note the chief 
characteristics of a mainly agricultural country as 
compared with those of a chiefly manufacturmg 
country. They are • cihiot foatu 

(a) In a mamly agricultural country competition, 
or rather freedom of enterprise — which is the chief 
feature of modem mdustry — cannot have its full 
apphcation. The agriculturist has to go to the land 
for his work , but raw material can be biought to 
the manufacturer to be worked on by him. 
f.- (6) The agriculturist has to depend very laigely 
on nature; he has to adapt his work to the 
seasons. But the manufacturer is more free m 
this respect. 

(c) Agriculture does not submit to the large- 
scale system to the extent that manufacture does, 
and much less specialisation is possible m the 
former than m the latter 

(d) As the produce of agriculture depends largely 
on factors which are beyond human control, eg, 
ramfall and other weather conditions, it is un- 
certam. In manufactures the produce is sure 

(e) In agriculture, the law of Diminishing Returns 
applies with full effect In manufactures, the effect 

IE V 
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of that law is often more than counteihalauced by 
the law of Incieasing Bcturns 

(/) In an agncultural country labour is generally 
immobile, because it is inconvement and wasteful to 
the labourer to move from one plot of land to 
another , and where there is peasant proprietorship 
there can hardly be any movement at all. In a 
manufacturing country there are no obstacles to 
mobilily of labour beyond the ordinary obstacles of 
the Ignorance, poverty, and conservative habits of 
the labourers 

(g) As the operations of agriculture are few and 
simple, there is much less scope for the division of 
labour in agncultiiie than in manufactures 

Qt) The profits of manufactures are higher than 
those of agriculture As a result, when exchange 
transactions take place between the raw materials 
of one country and the manufactures of anothei, 
although both countries benefit by the exchange, 

the gam of the latter is greater than that of the 
former 

(i) The production of wealth being larger in a 
manufacturmg country, it is capable of supportmg 

a more numerous population than an agncultural 
country 

{,3) Lastly, while agnculture enables a large 
number of people to live mdependently, and fosters 
m them self-rehanee and other moral iirtues, 
manufactures tend to the destruction of the free- 
dom of the workmen and to the loss of some of 
their hiEfher onalih^g, ^ 



CHAPTER YI 

PEODUCTION— 

1. AGBICULTURE 

AgRICULTUIIE is, of course, the most important People mamly 
industry of India. It gives employment to two- o^future 
thirds of the total population of the countiy, and of 
the rural population nearly 90 per cent are con- 
nected with it, either duectly or indirectly. 

In a large country like India, the productnuty of Productivity 
the land cannot hut differ from place to place. 'We 
have on the one side the exceedmgly fertile black 
cotton-soil and the alluvial land of the Gangetic 
Delta, and, on the other, the barren rocks of the 
Vindhyan hills and the sands of western Eajputana 
Intmmediate between these two extremes is to be 
found almost every possible variety of fertility. 

Speaking generally, however, we may say that the 
land is fertile in India. 

Land may be classified in a variety of ways Landdassified 
The chief classifications adopted are those mto 
cultivated and imcultivated , cultivable and non- 
cultivable , irrigable and non-nrigable , cl-^hash j 
and do-jp7iashf or in other words, land which yields - 
one crop in the year and that which gives two 
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The actual produce of any year depends on the 
amount and distribution of the rainfall. The 
penodicity of the seasons often allows of two, and in 
a few cases, cy, the irrigated parts of the Madras 
deltas, of three, harvests in the year. Double-crop- 
ping IS possible in about one-seventh of the total 
cultivated area of India. 

The two TTiftin harvests are the hluiTif, or the 
summer crop, and the rcibi, or the winter crop. The 
khanf crops require much water for their growth, 
and, therefore, are sown as soon as the south-west 
monsoon commences, and they are reaped between 
September and November. 

The rab% crops, as the name impbes, are less 
dependent on ramfall They are usually sown m 
October and November, and they npen in March 
and ApnL The conditions affectmg their growth 
bemg different, the character of the two lands of 
crops also differs This difference in character, 
however, is specially maiked m Northern India , but 
IS less marked m Bengal, and still less in Madras 
Dimng the penod of their growth they are subject 
to a considerable degree of cold, which limits the 
choice of staples. In Bengal and Madras, very 
much the same kinds of crops may be grown in 
summer and wmter 

In the Bombay piesidency, which gets almost the 
whole of its rainfall from the S W monsoon, M,anf 
13 the chief kind of crops Madras grows chiefly the 
rahi crops, for it is m wmter that the N E monsoon 
brmgs ram to the province In Northern India 
the south-west monsoon rain gives the condition 
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necessary for the growth of varied Iclianf crops, 
while the wiutei weather is well siuted to the 
rabi, 

Indian crops may be divided into (1) cereals, oiassincation 
(2) pulses, (3) oil-seeds, (4) fibres, (6) dyes, (6) 
diugs, (7) spices, (8) table-vegetables, (9) pot-heibs, 

(10) miscellaneous crops, (11) fruits, (12) fodder 
ciops, and (13) root-crops This division, how- 
ever, IS not strictly logical, as some of the crops 
fall into more than one of the classes A brief 
account of the chief crops is given below, which will 
perhaps be found useful. 

About 8(^per cent of the cultivated area is under The chief 
food-crops. Rice is gro^vn in areas of heavy ram- 
fall, as, for mstance, il^engal, Assam, ^ Burma, jind 
the coast districts of Bom bay Not only is it far 
the most important ciop of Bengal, but over 3l per 
cent of the cultivated area of India is under nee The 
varieties of nee are innumerable In Bengal there 
are two main harvests, the aits, or early crop, and 
the aman, the later crop The aits does not require 
as much rainfall as the aman does The aits rice 
is all coarse, and is eaten by the poorer classes 
alone , but it serves as a provision against famme 
when there is a failure of the lams Out of 2Sl/ 
million acres cultivated in Bengal, “Million 
acres are under winter rice, 5^ nnder autumn nee. 

1 3ie tota l annual 3 ueld is about^^milhon. tons Rice 
is an important crop in Ma^aSjjBqmbay, and Burma ^ 

^ Although Bengal la tbo principal prodneer of rico, Bnnna is 
the largest eicporter (vide Agncultural StaUahes and the Moral 
and Material Progreaa of India) 
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also In the United Piovinccs and Oudh it is 
giown eiLhei in damp localities or wth the help 
of uxigation It is practically the solo crop in 
Deltaic swamps. 

Wheat IS grown in more or less (Quantities in 
every province. The great wheat-pioduemg tiacts, 
however, are the United, Prov3mces,,JihesJBunjab, 
Be^har, the Central Provinces, and J?ajputana» The 
conditions favourable for the growth of wheat are 
exactly the reverse of those of rice, consequently, 
^ve find that, broadly speaking, where rice thrives, 
jvheat does not I^ieat is a raZij^or.wmitci-crop, 
|n^ wherever possible, it is irrigated The area 
under wheat has great ly expanded with the ex- 
tension of canal nrigation^,^ There are two chief 
classes of wheat, soft and hard. Indian wheat 
compaies very favourably with the wheats of other 
countnes, and the totol annual, yield, ib_ .about JLO 
million tons India is, next to -the United„States 
and Kussia, the Jargest wheat-producing country in 
the world' 

Bailey is grown to a small extent all over India, 
and chiefly in the United Provinces, It senses as 
food for men as well as animals Oats are a very 
mmor crop in India 


,1 acreage nndor wheat m the different conntnes are 

J 27 ; 

Einedn’m i’ •? ’ Canada, 7, Germany, C, United 

was m inft 7 f 11 ° bushels m these countnes 

W 29 6 ® 8' 10 8' Canada not 

m Gemnnv I, *®®P®®ti^oly Smce then, the yield per acre 
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Mai/e is grown in most parts of India, but in Maizo. 
the United Pronnces it forms an important food- 
crop. 

^Iillets are grown extensively in almost every Millets 
part of India. Theie are several varieties of 
this crop, the chief being juar, bajra, and ragi- 
juar, which is the staple giain-crop of Southern 
India Millets are also cultivated as a fodder- 
crop. 

Among cereals is also classed buckwheat, the Buokwheat 
gram of which is very nourishing. It is grown m 
the Darjeeling hills and also m the Oontial 
Provmces and Behar. 

Next to cereals, pulses occupy the most important 
place as food-grains. Various kinds of pulse-crops PaUes of 
are grown in India, the most important of these 
are arahar, chana, m'lmin, uid, mug, and Jcalm 
Pulse-crops thrive best m the United Provinces 
and Behar In the Deltaic portion of Bengal the 
quality of these crops is not very good, an excess 
of ordinary salt being injurious to them. Some 
of the varieties of pulses are used as fodder for 
cattle. 

Qilrseeds form very important crops m every Oilseeds, 
part of India. Next to cereals they occupy^^tlie 
largest, .area -And. the total yield is 

about 2-|- jnilhon tons.- There are several Idnds of 
these, the more important among them being 
mustard (rye, sorson, and torC), linseed (^m), hi, 
castor (reJiri), sorguja and groimd-nut Oil is also 
obtained from fruits, such as cocoa-nut and mahua, 
from various flowers, and from cotton-seeds Of late 
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years, cocoa-nuts^ and ground-nuts have become 
important articles of export, and there has been 
a sharp rise in their pnce Castor-seed is also 
important because the cn silk-worms are reared 
on its leaf. The enormous export trade' in oil- 
seeds involves a great loss to the countiy It is 
desirable, therefore, to export only the oil and to 
retaui the cake for use as animal food or manure 
in the country 

Among the fibre-crops, jute and cotton, of course, 
are the most important Bengal h olds t h e vi rtua l 
monopoly of jute in the world. , The arejtjinderjute 
IS a httle over 3 million acres. There are extensive 
areas in some of the other provmees of India also, 
which may prove smtable for this mdustry It is 
chiefly grown on land which is hable to be submerged 
in the ramy season The conditions which are suit- 
able for rice are also suitable for jute It is a very 
flaying crop The first mention of jute as an 
igrticle of export was made inTiisV Threesfftuiths 
^the product are now exported out.of jthejjountry 
xhe out-turn of jute in Bengal is -mow estimated 
at about 9 milhon bales (of. 400 lbs each)®) It is 


While little attention has been given to the groivtb of 
cocoa nut by the Agricultural Department, it seems probable 
at more mil bo given in future in the provinces where the crop 
IS o importance, os it is one which requires the investment of 
oapi 1 , an is, therefore, suited to the circumstances of land- 

profit by education at Agncultnial 
gc3 (Report on the Progress of Agriculture, 1912 13) 

£3 15s per 

tlun1.it til f ti, 3)epnty Director of Agncultnre, Bengal, 

hinlis that the present jute tract m Bengal, Behar and Assam 
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now grown in many places where rice used to be 
grown before, and this is a matter deservmg of 
consideration. 

Two other fibre-crops allied to jute are Bombay 
hemp or mcsta-pai, which is regaided by experts as Mata-pat 
even superior to jute, and sii?Mi-hcmp Rhea is iSunn-hemp 
another important fibre-ciop Great hopes are 
entertained of the prospects of this industry in future. 
Aloe-fibre is also a useful economic product, which Aloe-fibre 
is grown only in tropical and sub-tropical coimtnes 

Cotton holds a very important place among the Cotton 
agricultural products of India The total area 
under cotton is ^ million acres, and the annual 
Tield-i5-about^4|- railhon bales. It is grown more 
or less over almost the whole of the country ^e 
2 nnci£al_cptton:growTii^ however, -are- the 

plaiM of Guzerat and -Katlnawar, the Tinnevelly, 

Madura, Coimbatore, and Ceded Districts of Madias, 
the highlands of the Deccan, the valley„of „the 
Central Provinces, and JBehar They fall into two 
classes • cotton-crop and tree-cotton, but there are 
numerous foims of the cotton-crop, and tree-cotton 
also is of seveial Icinds In the Deccan the most 
suitable soil for cotton is the black cotton-soil 
The quality of the product is mferior to that of the 
United States, and the yield per acre is also less 

can easily prodneo 20 million bales, and that the area under 
juto can bo increased by 3 2 million ocres without affcctmg tho 
food-crops of the Provmccs In order that India may retam 
tbo monopoly in jute, Mr Smith urges tho people to adopt more 
improved methods of production so as to keep down tho cost 
and thus bo able to successfully compete wuth any possible rivals 
(tide his Jute Crop in 1D14 and Us Future) 



7 G INDIAN ECONOMICS 

are Darjeeling and tlio Nilgln lulls It is a 
government monopoly 

Of Table Vegetables a large variety is found in 
India The most common and important is potato 
It 18 usually gronn after aus paddy or jute, in 
tracts of the country nliere potato is the principal 
crop, it often forms the only crop of the year. 
Deep cultivation is essential for the growth of the 
crop. The otbci common vegetables are 2’aivals, 
bnnjals, cabbages, cauliflowers, tomatoes, and tur- 
nips Alan to potatoes is cassava, colled stmvhhi 
or swilMi-landa. This vegetable sometimes serves 
as the chief food during a famine. It resists drought 
and yields a nomishing and palatable food A more 
extended cultiiation of this and other drought- 
lesiatmg ai tides is desirable as a protection against 
famine 

Nowhere, perhaps, m the world can a larger 
vanety of fruits bo found than in India TIio 
cultivation of fruits is not, however, undertaken 
accoidmg to proper scientific methods If that is 
done, the quality of the fruits is suie to be improved 
and the yield greatly increased New fruits siutcd 
to the conditions of the ohmato and the soil ought 
also to be mtroduced India is capable not only of 
supplying herself abundantly with fruits, but also of 
carrymg on a luciative trade with other countries. 

Sugar was, at one time, a very flourishing industry 
in India It has now greatly declined owing to 
the importation of foreign sugar It still possesses, 
however, great possibilities, and in recent years 
there have become visible signs of a revival Sugar 
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is regarded as a half-manufactured article. In India 
it IS obtained either from the sug^-^ne or the 
palm The area under sugar is 2^ milhon acres, 
and the annual yield is about ^“^i^hon tons 
The best cane is gromi in the United Provinces 
and in some distncts of Behar. Palm-sugar is 
manufactured either from the juice of the ordinary 
palm or of that of the date-palm The date-sugar 
industry of Bengal, which is now languishing, is 
capable of being made profitable, as the yield is 
certain, and very httle expense has to be mcurred 
for cultivation 

Although spices of various kmds are grown in Spices 
different paits of the country, the total production 
is not sufficient to meet the demand ; and a great 
extension of their cultivation is needed. 

Among the miscellaneous crops the more important Lao and 
are lao and India-rubber Lac is a resinous in- 
cnistation formed on the twigs of certam trees 
Assam, Burma, and the forest districts of the 
Central P^o^^nces and Nagpur are the chief sources 
of its supply. The importance of India-rubber as 
an economic product is being recognised more and 
more widely every day, owing to the numerous 
technical purposes for which it is utihsed. In India, 
its principal sources of supply are Assam and 
Burma. If the cultivation of rubber on a large 
scale could be made successful m India, it would 
add materially to the national mcome 

Sericulture was once a profitable mdustiy, but Sencnitnre. 
towards the middle of the last centuiy it declined _ 5*^ 

At present it is showmg signs of a revival It has 
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India 18 capable of growing various kinds of trees. 
They giow naturally m places where there is an 
abundant rainfall; but they can be giown ever)'- 
where, — ^even in the and tracts At one time almost 
the whole country of India was covered nuth trees 
In the first half of the nineteenth century, however, 
the matter was badly neglected, and nian^parts of 
the country were denuded of forcsts^*^tfho* propa- 
gation of trees which yield sUiich, oil, sugar, 
vegetables, and fibres is of vast importance to a 
country whore a failure of agricultural crops tbrougl^ 
drought or inundation is of frequent occurronce.^^But 
apart from their invaluable uses for food, fodder, 
and timber, trees are highly useful for their influence 
on the chmate and rainfall ^Tho presence of tieos 
reduces the temperature of tho atmosphere, while 
radiation is hindered at night Trees thus produce 
the effect ’ of equalising temperature ; and by 
keepmg tho atmosphere moist thej induce tlie fall 
of rain' Beneath the shade of tices a iich lajer 
of humus Informed which keeps tho roots cool in 
summer and wairn in winter, besides absorbing and 
retammg a great quantify of water It is in tins 
way that trees sometimes ^change the character of 
the poorest soils permanently for the better 
Further, they prevent the soil from being washed 
away or denuded by rain. Trees also act as a most 


•n proved by experiment For ingtanoo, in tho 

0 taof uioNile, since tho planting of trees the average number 
ot rainy days m tho year has morcased from 0 to 40 In India 
many orti o parts of tho conntiy ha\o bcoomo stcnlo Binco tho 

^ "-f 



PRODUCTION 


81 


valuable fertilising agency of surface soils by 
bringing up food materials from the depth of the 
land and storing them m lea%’es, which afterwards 
fall and get mixed up with the soils. .Jpastly, they 
serve as breab-wmds m localities where high winds 
are an objection. (It is essential, therefore, that the 
earnest attention of the people as well as of the 
Government^ should be turned in tins direction.^ 

Pisciculture is analogous to agnoulture. Pish is 
valuable as human food and also as manure for 
agricultural purposes Pisheries afford emplojunent 
to a consideiahle number of men , hut the mdustry 
is earned on m a very inefficient manner, and can 
hardly he said to be a prosperous one If proper 
methods he adopted, India, with her innumerable 
rivers, streams, and tanks, as well as her extensive 
sea-board, ought to have a plentiful supply of fish. 

/ 

In India, as we have seen, the land is spht up 
into millions of small holdmgs Agnculture^w 
consequently practised on a small scale OutSva- 
tion IS almost always eiitensive ' It is practised m 
the different provinces ivith an infinite variety of 
detail, according to the varying conditions The 
Deltaic swamps of Bengal and Burma, the dry 
uplands of the Carnatic, the black-soil plains of the 
Deccan, the stiong clays of the Punjab, and the 
deserts of Sind and Eajputana require separate 
modes of cultivation. The Indian peasant is 

^ Tl>n GoTemment haro enacted special laws for the preserva- 
tion of forests, and they maintain a largo staff of officers, both 
European and Indian, for forest management 
li. < JT 


Piscicultnre 


Method of 
agriculture, 

small scale, 
ovtensive, 
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Ignorant, and consequently the method of cultiva- 
tion IS unscientific , but practice and the mherited ^ 
expenence of generations have taught him the value j 
of a rotation of crops and the use of fallows He 
knows what crops are suitable to a particular soil 
He sows and reaps at the right times. He is 
assiduous and does his best to get the largest return 
from hiB field But his poverty often prevents 
him from properly manuring his land,' or selectmg 
good seeds, or leaving his land fallow for a season 
The implements used are of the simplest kind, 
out they are well adapted to the needs of the 
peasant 

Considermg the oircuinstances of the peasant and 
the conditions of Indian agriculture, it may he said 
that, on the whole, the peasant is efficient. iWhat 
the peasant primanly wants is more capital With 
greater capital he would he able to spend more on 
manures, he would purchase better cattle and feed 
them more properly, and he would be able to supply 
his land with the required amount of water The 
peasant also lacks a knowledge of,improved.methods 
of cultivation, and, to remedy this defect, ^agricul- 
tural education is necessary 

As agnculture is the chief mdustry of the 
country, and as the success of other industries 
depends on the supply of raw matenals, the 
impiovement of agriculture ought to engage the 
senous attention of every thmker in India Various 

* Social pro]ndicc8 also soiachmes stand ui tho way of the 
utilisation of certain kinds of cheap manure, ■which are thro"wn 
a\ray to the great detriment of tho soil 
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Biiggestions have been made from time to time for 
the improvement of Indian agriculture Some of 
theso suggestion*?, however, have come from men 
who have not taken fully into consideration the 
circumstances of the cnltivator and the conditions 
under which Iio has to uork TIio scientific 
method of cultiiation in\olvcs largo tracta of land, 
deep ploughing, perfect inigation, good raanunng 
and proper rotation of crops , and thus necessitates 
the cvpendituro of a large amount of capital which 
is beyond the means of the ordinary cultivator. 
Theio IS a good deal of truth in the remark made 
long ago by an Indian daily nowsiiaper, which said, 
"The native cultivators haio nothing to learn so 
far as unscientific agriculture is concerned, and the 
adoption of scientifio agriculture is wholly beyond 
his means” 

Tliere is, however, much room for improvement 
even under the present conditions, and it is 
l>elio%cd that the introduction of unpioiemcnts mto 
the existing methods of cultivation will increase the 
)*ield of fields by 15 or 20 per cent* Co-opeiation 
among farmers can go a long way towards solving 
some of the problems and removing many of their 
difficulties Por instance, the farmers may com- 
bine to purchase improved implements for their 
common use, or they may join m constructing wells 

^Jlr P. Smith, Dy Director of Agriculture, Bengal, bohevoa 
that the average yields i>or acre of nil crops except juto can bo 
donblcd, ttIiiIo that of jnto can bo inorcascd 70 per cent He 
thinks that by education and the appbcation of science to agn- 
onltnro. the annual national income can easily bo doubled. 


Suggotions 
must bo 
practical 


Much room fot 
improvoment 
under present 
conditions 
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for supplying water to their fields, or they may 
leave common pasture-land for the grazmg of 
cattle The Co-operative Credit Societies, if pro- 
perly worked, are likely to he of immense help to 
the agnculturists. 

Scientific experiments, carried out with a full 
regard to the ciioumstances of the country, will 
piove useful in many ways Agricultural^ fairs and 
shows may he of much use to cultivators hy 
demonstratmg the advantages of improved imple- 
ments and of good seeds and suitable manure 

Some agricultural experts despair of the improve- 
ment of agriculture because they have taken the 
Indian peasant to he “a living emblem of inertia ” 
But, in reality, the peasant is not so conservative 
as he IS often supposed to he^ He is not quite 
unwillmg to adopt improved methods, hut these 
must be shown to ho capable of giving better 
results In order to mduce the peasant to adopt 
improved methods, the experts must prove, not on 
paper, hut hy actual farming, that these are paying 
and aie smtahle to the conditions under which the 
cultivator lives® As Jlr. D L Boy ohsen'es, “The 

1 V\dt Dr Voelcker, Improvement of Indian Agrtadturt, 

®Tho ecientifio system of agnoulture is fcasiblo only if under- 
taken by capitabst-formers who can afford to commence farming 
on a largo scale For the aoientiGc method of cultivation, at 
least a hundred acres (300 bighas) of land is necessary Tho 
advantages of scientific agriculture are — tho provision of 
sufiSoient water, good manure, selection of good seeds, greater 
division of labour, the opportunity of raising particular crops 
according to the suitability of each plot of land, greater rotation 
of crops, and larger scope /or expenments With these 
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hcnlrst’w of tho cft'-llv <nuJ h('a\y Sihpur plough, 
tho f^‘(*ulislc vnlui' of avhficml inamire, tl»e sleek 
npp«r* Tse.* of wit lie lia\o nt tractions of 

their own for the fttnrtcur, Init to tho practical 
agncnitun‘>t, the kilnnce of prolH ii of more impor- 
hin'^o anti ur more tempting/* ' •’ The inlroduction 
of Caml5>4n coflon into tho 

tho Uiro^uir of AgrionUttro, Madras, "is 
jterhay^r one of tho most ettikmg instances in 
India of liow roniUly tho ryot nil! take up a now 
ruUirntioa. if oaco lie m ‘•ati*«rtcd that it pays hun 
to do FO/’* 


In IkSD the (lovemmcnt appointod Dr. A'ocloker Dr VnficVw’f 
to mnko cnqnincs into tho condition of ludnin 
agncuUuK\ and to suggcit possible jmplo^emonts 
llo Submit te<i his orcollent report m 1893 In bis 
report he te?^{nmend^l the adoption of certain 
reeiMircs, which may be summarised as follows; 

(1) the sprc'id of general and agricultural education, 
and tho prejiamtion of suitable text-book** in tho 
venmndarB for the purpose, (2) the extension of 


canals and other means of irrigation to tracts where 


sid -HtAC'S ra^y 1>5 poaijnrwl tlo»e iKy^c-otl >'j* the furmer who 
W'h'i otj lits oirtj account, v»s., the inten"ij intore«t taken 
by the caliirator i»t hi<» wo-k, tho «pjnl of imU'pciuk’DCo and 
ol f-lf n'h-vnec and otlier moral qualilJM which tho pyBtem 
to^terr, R'v bJpo t*‘o aoeJal itkflucnco whicii it confers on Uio 
of Knd It ahonUl, furtlicr, l>e consulcrcd in this 
eoaneotan whetlicr or not mall soaiocHltivation is vicll adapted 
to the land tenure rjstem and the rooial cmironnicnt of tho 
country. 

* D. li Boj, Cropn of p 8 

* A^trill^ral Jotim'tl of India, toI i\, pt. 4 
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they are required ; (3) the moie energetic urorking 
and popularising of the system of iaccavi advances for 
well-digging and similar purposes , (4) the institu- 
tion by Agncultural Departments of organised 
enquiry to ascertain the irrigation requirements of 
each distiict, (6) the creation of reserves of wood 
and fodder (called “ Fuel and Fodder Reserves ”), 
the plantmg of trees along canal banks and railway 
Imes, and the further encomagcment of arboriculture ; 

(6) the continuation and extension of expenmental 
research aided by chemical science in reference to 
new crops, methods of cultivation, manuies, etc., 

(7) the trial of new implements at Government 
expenmental farais, and the distnbution of approved 
implements among the culti\ ators , (8) the distribu- 
tion of seed from agricultural farms; (9) the 
location of stud bulls at Government farms, 
and the encouragement of improved breeding of 
cattle^ 


I The extension of the different modes of irngation 

and the adoption of such dry-farmmg methods as 

may be found successful by experiment, are hkely 

to mcrease the area under cultivation and thus add 

to the agncultural wealth of the country. A 

recent bulletin of the Dmted States Department 

0 griculture says that dry-farming consists not 

0 y in raising ciops in regions of moderate but 

^cer ain lainfall by collecting and preserving all 

e mois ure obtamable, but also in raismg certain 

aif distnets where the ramfaU is 

altogether deficient 


1 Ftdc Dr Voolcker, Improvement of Indian AgneuKure. 
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Undoubtedly, agricultural educatiou* is essential 
for the improvement of the condition of the agri- 
culturist. But agricultural education must he 
preceded by general education. ('The Government 
imparls mstruclion in methods of agnculture ati 
Sibpur, and several other centres. Recently, Agri- 
cultural Colleges have been staitcd at Pusa and 
Sabour Behar ^ The kmd of education, however, 
ivhich is at present impaited in the Government 
schools hardly leads to any practical results As 
Mr N. G Mukherji, late lecturer at the Sibpur 
College, observed, “Neither the farm-labourer nor 
the farmer, nor the landed proprietor care, as a 
rule, for agiicultural education.” These schools are 
meant for educated men — ^graduates of the Uni- 
versity, but it is a pity that the passed students of 
these schools do not start farming on their own 
accoimt,- but try to secure senuce under the 
Government To be really useful, agricultural 
training should consist of two parts, a higher and 
a lower, the first for turning out experts and 
organisers, and the second for aasistmg actual 
cultivatore in their work ^ 

We have briefly described the cluef features of 
the agricultural industry, and suggested modes of 
improvement Por agriculture India possesses great 

} Germany has established agricnltural colleges and schools 
oil over the Empire, and ns the xesnlt of agnonltnral education, 
has achieved marvcllons results m unprovmg agnoulturo 

sjlr E. Smith, m a recent lecture dehvered in Calcutta, 
expressed tho opinion that a middle-class young man •workmg 
on 100 acres of land could cam Rs 250 a month 
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s^natural advantages, and when they aie fully utilised, 
they wiU surely add much to the wealth of the 
country Agriculture is im^Mtant not 
itself, but “oh it'afenaased^all possibilities of the 
developihent' of 'manufacturmg mdustnes 


2 mNING 

Alan to agriculture is the mining industry, for 
both of these are concerned with the raising of law 
materials from the earth As we have already 
seen, India is veiy rich in minerals almost of every 
kmd,^ and there is hardly anything which she 
cannot pioduce if only capital, enteipnse, and 
technical knowledge are forthcoming 

The decay of the ancient metollur^cal and 
chemical mdustnes injunously alibcted mining m 
India, it resulted in the almost exclusive develop- 
ment of those mmerals which can be consumed 
by direct processes on the spot, or which, on account 
of their abundance and cheapness, aie suitable for 
export m the raw state Nevertheless, during the 
past few years conditions have been rapidly npen- 
ing m India for the successful reiuval along Euro- 
pean hues of industries dependent on the ores and 
mmerals "There is now," says Sur T Holland, "a 
piospect of undertaking the production of iron and 
steel which form the largest section of the biU for 
imported metals Copper, lead, and some of the 


of Holland, lately Director 
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inorganic clxeniicals are also attracting the attention 
of investors, and active prospecting operations aie 
now bemg nndei taken” 

During the last decade there has been a marked Totid mineral 
increase in the output of Indian minerals The 
total value of the mineral productions of India is 
about 12j^ crores^ Coal is the most important of ConL 
these 'piquets, '"the value of its production bemg 


in India are still very shallow, only one shaft havmg^ 
been sunk to a greater depth than 800 feet Coal 
is very imevenly distributed over India, ^ about 
95 pe r cent of the produce bemg obtained from one- 
SelT'Kibwn os the , Gondwana sy stem, and the 
remaining 6 per cent from the rest of India. The 
Jhema wal-field m Chota Nagpur provides over 
half the total output ^ 

Coal output is the dominating factor m competi- 
tive iiidustrj’’, and its importance wiU be more and 
more realised as the country advances as a manu- 
facturing producer. “The possession of native 
coal,” says Mr. L. G C Money, "means the 
possession of power It means that the nation is 
gifted by nature with magnificent stores of energy 
which can be liberated to work the wonderful 
machines which men have invented — ^which can be 


i Th ft figures given here are for the year 1913 {SMiaHeat 
Abslractfor British India, and the JIf oral and Material Condition 
of India, 1914) In 1914, the output of coal in the different 
provincos of India "vras . Bengal, 4 J ruilhon tons , Behar, lOf , 
Punjab, -03, Assam, 30, Beluohistan, 04, Central Provinces, 24 
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expressed at will either as light or as heat or as 
electricity ” ^ ^ 

Gold^ IS prod uced of the value of about ^ 
crores of rupees The attention of European 


> Tho mam causo of British mdastnal progress is tho amount 
of its coal output (264 million tons in 1010) But this also 
explains tho main cause of its rdaUie mdustnal decimo Smeo 
1875, tho coal output of the United Kingdom has increased from 
ISS miUion to 264 milhon tons (1910), whereas tho world’s output 
has increased dunng tho same x>eriod from 280 millions to 1150 
miUion tons Thus tho United Kingdom’s output as pcrcentago 
cof tho whole was 48 per cent in 1875 and 23 per cent in 1010 
j,vtde L 6 C Money, Thtnga that Matter, p 287) 

^ The following figures, taken from tho Times, Apnl 25, 1911, 
show tho details of gold mining dunng tho years 1908, 1909, and 
1910 


Xamo o{ Company 

Capital 

Output in ounces 
for tho last 
tlireo years 

Dividends 

pc 

Mysore . • • 

£305,000 

■ 

(218,042 

230,301 

1230,577 

115 

115 

115 

Nundydroog - 

£283,000 

■ 

r 77,910 
83,965 

L 86,110 

O 0 

Ooregum - ■ . 

£450,722 

f 86,623 
i 89,789 

1 91,791 

22i 

30 

32i 

Champion B.eoi 

£200,000 


(119,736 

112,132 

Li13,640 

20 

20 

231 

Balaghat - . . 

£308,000 

■ 

27,538 

20,852 

1 17,009 

Nil 

Nil 

Nil 


company paid a dindond of 35 per 
fw ti, ° ®"“™a,n, in moving the adoption of tho report, 
® had already distributed £2,000,000 among 

Its shareholders The Ooregum Co paid a dividend of 45 per 

o pre crence shores and 35 per cent on ordinarj’’ shares 
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prospectors was onginally directed to the Kolar field 
area by numerous indigenous worldngs of unlcnown 
age^ and since operations commenced on a large- 
scale some twenty-five years ago, the gold extracted 
has reached a value of about 60 crores^ Complete 
returns of alluvial gold-washmg which is practised 
in many places are not agidablej. 

Petroleum comes third, value of produce Petroioum. 
being sbghtly more tha n o rmes of rupees. jpSlore* 
rapid progress has been made durmg the past few 
years in developmg the petroleum resources of 
India than most of the other mineral products 
Since the mtroduction of European drills into the 
fields some thirty years ago the production has 
rapidly risen 

Of manganese India probably turns out a larger Manganese 
quantity of high-grade ore than any other country 
The value_of_^e^amual output is over 1 | crores 
of 

worked, but J^ith'" litie grd 

it will perhaps be profitable to work the compaiE^ 
tively inferior ores J There being no smelting plant v 
in the producing centres, the ore is exported m bulk'^^ 
exactly as mined 

India has for many years been the leading ] 
producer of mica, turning out more than half the 
world’s supply. The value of annual production is ^ 
about .JRjakhs.^ I ^ S-d vv..a;-<5/> ^ ^ 



^ Vide Sir T Holland’s Sketch of the Mtnerdl Resources of India 
® Dredging operations on a pretty largo scale on the nver 
Irawady have resulted in the recovery of considerable quantities 
of gold every year 



92 


INDIAN ECONOMICS 


The other important minerals produced are salt, 
jadestone, rubies, lead, tin, and monamte^^ 

" The production of iron ore has now considerably 


increased owing to the activity of the Tata Iron 

• .M. ^ 


The number of mines of all kinds coming under 
the Indian Mmes Act in was .I^T/jolPwhich 
M7 were coal imnes ( meludmg 329 in Bihar and " 
Oiissa), ^3 mica mines (i ncluding 395 in Bih ar- 
and~D rissa), and 47 manganese mines The mines 
gave empoyment to an average daily number of 
1^2 ^ 
were men, 66,507-womcB5^nd-5824“chiMren 
103,980-worki^underground The labour material 


IS very unformed, possesses little skill, and requires 
constant supenosion ^ 


Most of the nunmg mdustiies are m the hands 
of Europeans But it is no use complaining agamst 
foreigners What is needed is to find out the 


cause and to apply the remedy The real reason 
for this deplorable state of affairs is to be found in 
the want of indigenous capital and enterprise, and in 
the fact that very little techmcal and scientific know- 
ledge 18 available in the country It is to be hoped 
that m future capitalists will invest their money in 
nunmg industries, and that the State will ofier proper 
facihties for the traimng of young men in Tnming ® 


^ Moral and Material Condition of India, 1914 

Sir V Thaekersey, m his presidential address at the Ihdastnal 
erence, 1906, earnestly pleaded for the training of young 
men in mining, so that they may help the development of 
mineral industnes m the oountiy 



CHAPTER VII 
momailO^-iCondiidcd) 
MA2fUPACrUBES 

At the present moment India is very backward in 
the matter of manufacturing mdustnes But there 
was a time when she was one of the chief manu- 
facturing countnes of the world E\'en as late as 
the eighteenth century, she was on a par with 
Europe in industrial matters, and her manufactures 
found a ready market m many foieign countries 
Until recent years, Indian mdustnes were always 
worked by hand labour. Tlie artisans inherited 
from their ancestors or acquired by expenence a 
dextenty and skill and delicacy of touch winch was 
not surpassed by artisans of any other country. 
Rot only did they supply the people with the 
articles of necessity, hut they turned out works of 
art of great excellence 

The metal industnes, and the cotton fahncs in 
particular, attamed to considerable magnitude m 
many parts of the country An able wnter says : 
“ In manufactiue the Hindus attamed to a mar- 
vellous perfection at a very early period, and the 


Uanttfactures 
uauciont and 
nledlae^aI 
India 


Their 

excellence 
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courts of Impenal Home glittered with gold and 
silver brocades of Dellu The muslins of Dacca 
were famous, ages ago, throughout the civihsed 
world. Textile fabrics of inimitable fineness, tapes- 
try glittermg with gems, nch embroidenes and 
brocades, carpets wonderful for the exquisite 
harmony of colour, enamel of the most bnlliant 
hue, inlaid waxes that require high magmfymg 
power to reveal their minuteness, furniture most 
elaborately carved, swords of curious forms and 
excellent temper are among the objects that prove 
the perfection of art m Inia”^ In the words of 
Sir Wilham Hunter, “ the industrial genius of her 
inhabitants, even more than her natural wealth 
and her extensive seaboard, distinguished her from 
othei Asiatic lands” The handicrafts were verj' 
often practised on a faiily largo scale, and they 
gave rise to big and wealthy towns. 

In the latter part of the eighteenth century, 
the industrial revolution began m Europe, and the 
older methods of industry were completely super- 
seded by new ones By the adoption of methods 

^ So also M. Martin in hia Indian Empire saya “ The gossamer 
mnslms of Dacca, beautiful shawls of Cashmoro and tho brocaded 
of Dolhi adorned tho proudest beauties at tho courts of the 
^esars, when the barbarians of Britain wore painted savages. 

m ossed and fihgrce metals, elaborate carvings in ivoiy, ebony 
an sanM-irood, bnUiaut dyed chintzes, diamonds, uniq^uely 
Be ^ar an precious stones, embroidered velvets and carpets, 
f Bteel, excellent porcelain, and jierfeot naval 

ure— vere for ages tho admiration of civilised mankind, 
and before London was known m history, India was the nehest 
trading mart of tho earth ” 
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^ which saved labour and materials, and by the 
utilisation of by-products, goods began to be turned 
out at a much cheaper cost.^.May3hmery supplanted 
hand labour, large amountS'j?f eapital_ began to 
be invested in every industrj, production on a 
small scale gave place to large^ggale^roduotion, and 
a Jb^tter„ organisation^ was mtioduced Tlhr^gieat 
change led to a gieat increase in productive power. 
Indians, however, remained unaffected by the change. 
Tlie Indian artisans contmued to work as their fore- 
fathers had worked — without capital, without the 
assistance of machmeiy, without organisation Each 
man went on working by and foi himself as before ; 
the apphanees he used wore the same as had been 
in common use befoi'e the manufacturmg era began ; 
there was no co-operation among the aitisans, 
and division of labour was practised only to a 
lirmted extent No attempt was made to render 
the Indian industries more efficient by leorgamsing 
them on modem hnes. To these defects were 
added the efforts of the East India Company and 
of the British Government at homo to rum the 
mdigenous industries of the country. For some 
time the industries struggled for life, but were 
ultimately killed or crippled by_„competition with 
foreign manufactures, aided^ by sta te ac tion. The 
result was that by the middle of the last century 
India found herself reduced to the position of an 
almost exclusively agncultuial country.^ 

^Sir Willmm Hunter says “Many circnmstenoes conspired 
to injure the Indian industry in the last century England * 
excluded these fabrics not by fiscal duties but by absolute pro- 
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All industnal activity and enterprise remained 
paralysed for a long time In recent years, ho^vever, 
there has become discernible a tendency to better 

hibition. A chan^ of fashion in the West Indies on the ahohtion 
of slavofy took away the best onstomor left to Inaia^<^on 
came the cheapness of production m Lancashire, due to improve- 
ments m maohmery /Lastly, the high price of raw cotton d^g 
the Amencan war, however beneficial to the cultivators, fairly 
broke down the local weaving trade in the ootton-growing tracts^ 
And whilst on the one hand the downfall of the natiro 
courts deprived the skilled workman of his chief market, on the 
other hand the English capitalist has enlisted in his service 
forces of nature against which the village artisans in vain ry 
to compete The tide of circumstance has compelled the Indian 
weaver to exchange his loom for the plough, and has crushed 
many of the mmor handicrafts ” 

^ That omment historian, H. H Wilson, says “ It is also a 
melancholy instance of the wrong done to India by the country 
on which she had become dependent It was stated m evidence 
that the cotton and silk goods of India up to this period could 
be sold for a profit in the Bntish market at a pnco from fifty to 
sixty per cent lower than those fabnoated in England It 
consequently became necessary to protect the latter by duties 
of 70 or 80 per cent on their value, or by positive prohibition. 
Had this not been the case, had not such prohibitory duties 
and decrees existed, the milla of Paisley and Manchester would 
have been stopped m their outset, and could scarcely have been 
agam set m motion, even by the powers of steam They were 
created by the sacnfico of Indian manufacture Had India been 
mdependent, she would have retahated, would have imposed 
preventive duties upon Bntish goods, and would thus have 
preserved her own productive industry firom annihilation This 
act of self-defence was not permitted her , she was at the mercy 
of the stranger , Bntish goods were forced upon her without 
paying any duty , and the foreign manufacturer employed the 
atm of pohtical mjustice to keep down and ultimately strangle a 
competitor with whom he could not have contended on equal 
terms " (Sistory of India, voL i. pp 638, 639, note) 
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things But the situation is still full of difficulties Difficulties 
Modern industry, to he successful, must he under- great, 
taken by the educated Indian. But he lacks the 
practical commonsense of the business-man, and his 
education has not fitted him for the discharge of 
the multifarious duties of the modern entrepreneur. 

His small capital is wholly inadequate foi tlie 
starting of business on a propel scale, and there aie 
few banks, if any, which would be leady to lend 
him money He cannot command the services of 
men who possess the requisite knowledge and 
techmcal skiU The conditions aie so discouragmg 
that he often gives up his idea m despair, or, 
if he IS of a sanguine temperament, goes light- 
heartedly into foolish schemes which can only end 
in failure. 

In spite of the various difficulties in the way of 
an mdustnal regeneration, some advance has actually 
been made during the last two decades People 
have now begun to realise the advantages of co- 
(^eration _and combination Ignorance and apathy 
are gradually disappearmg before a new energy and but are being 
a new spirit of enterpnse. Educated India is takmg ^ 

more and more to techmcal and mdustnal educ^on 
to obtam a mastery over nature Capital is gradu- 
ally overcommg its proverbial shyness 
ekctricity are supersedmg hand-power^ Attempts 

iThe Tata Hydro-Electric Worlis, opened in Inst February, 
are expected to be of the higbeat cconomio importance Power 
by the enormous volume of water is transmitted from the Ghats 
to the city of Bombay This power will bo of great benefit to 
the cotton and other mdnstnes One noteworthy feature of the 
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are being made to renve old industries and ^nejy 
ones are oroppmg up m every direction 

A brief review of the more important of the 
industnes will give an idea of the present industnal 
position of the country The industries are usually 
classified under the following heads. (1) textile 
fabrics and dress, (2) food, drmk, and stimulants, 
(3) metals, metallic manufactures, precious stones, 
and mmerals, (4) glass-, earthen-, and stone-ware, 
(5) buildmg requisites, (6) light, fuel, and forage, 
(7) vehicles and vessels, (8) wood, cane, leaves, etc , 
(9) drugs, dyes, gums, and chemicals, (10) leather, 
horns, etc , and (11) articles of supplementary 
requirements 

M-'WeaxmiR is the most imp ortant industry of the 
country next to agncultui^ Hand-loom weaving 
reached a perfection m the production of fine cloths, 
the Indian mushns were, m fact, fabrics of imnvalled 
delicacy and beauty The prel iminar y processes of 
gmnmg, cleanmg, pressing, and spmnmg are also 
^portant mdustries by themselves Formerly, 
wtton used to be hand-gmned, mostly by women. 
But now hand-ginnmg has been superseded to some 
extent by power-gms Oleanmg and pressing are 
'6ry often combined with ginning m the same 
actones Spinning of thread was, and to some extent 


It has been financed entirely by Indian capital 
Irttv Board^oCDiroctors The clet 

considembic'r f ^ Power Station has been a 

m the near futwT™ undertaken 
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stUl 1*5, a {lomes^Jn^ustry— tbo chief occupation 
of womonf'^Tlie indi^nous method is slow but 
clieap. Mr, E B. Havoll thinks that this nietliod 
cannot be materially unproved, and iccominends the 
establishinont of more spinning nulls Hand-loom 
iveaMiig has sufiered greatly in competition with 
^Innche'^tor, and hundreds of thousands of workers Effect of 
Jiavo boon thromi out of %vork. The wcaveis of lompoutwiu 

f Bengal, whoso fame at one lime extended over 
Europe, have sufiered most from, foreign com- 
pchtion. !J- 

'Weaving mills hn\e been establislied in various 
parts of Iho country, but a large proportion of the 
population is still dependent on hand-loom neaidng. 

Hand-loom weaiing, however, is moie expensive 
than power-loom weaving (As Mr A. C Chatteijco^ 
points out, the comparative cost of weaving a pound 
of cloth by power-loom in England is 14 pies, by 
power-loom in India 17 pies, and by ofiicient hand- 
loom in India 21 pies Experts, however, thmk 
that there are several factors m favour of the 
hand-loom, which may he summed up as follow’s : 

The amount of^’fixed capital needed is small, the Aavnutnccs of 

^ 1 ibohandlooxn 

coarser ''haiuMoom articles are stronger and moie 
durable than those produced by the power-loom, 
artistic'and richly-ornainontcd articles can be pro- 
duced only by the liand-loom,^ the hand-weaver 
po'isesses considerable advantage *in Ins inherited 
skill ; bo has a low standard of living and combines 

5 For tin ncconnt of indtgonoui indnstnos, vfdc A. C Chattorjoe, 

Notes on the Industnes of the Untied Provinces, and Mr Iiatili, 

The Industrial Punjab 
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the mdustry with other occupations, notably agri- 
culture , women who, -‘bn account of the social 
customs and the system of seclusion, are generally 
debarred from working in the factories, can find 
a place m the industry, the hand-M>rker who 
works on his own account works harder and takes 
greater mterest m his work than the factory 
labourer 

The fact that hand-loom weavmg has not entirely 
died out has led many people to hope that the 
industry may yet be saved Mr E B Havell and Mr 
A. Chatterton think that, by the adoption of improved 
methods, the hand-loom may successfully compete 
with the power-loom This belief, however, is not 
shared by other experts, who find in the establish- 
ment of weavmg mills the only means of meetmg 
European competition * 

Among the means of improving the hand-loom 
industry which have been suggested from time to 
time the following are worthy of mention* (a) the 
spread of elementary education so as to raise the 
mtellectual standard of the community , (&) the use 
of efficient hand-looms , (c) improvements in pre- 
liminary processes , (d) co-operation among weavers, 
(e) demonstration to the weavers of successful 
experiments, (/) cheap credit, (7) advances for 
improved apphances , (h) better touch of the weavers 
with the customers so that they may know the 
demand of the market, (z) the establishment of 
small hand-loom f^^ones ^ 

Dunng the last t hirty-tw o years tT^iere has been 
a great development of the imll-weaving mdustry, 
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especmlly in Bombny and the Central Provinces In 
I$81, there were 55 cotton imlls, in 192^, the 
nmnbei roso to 2^, and they gave employment to 
217,21 9 pei'sons. The produce of these mills is 
now able to hold its own against foicign produce 
in quality s but the quantity locally produced 
falls far short of what is needed to clothe the 
entire population, and India has to p^ort raoio 
than 60 crores of lupces worth of cottonwoods 
from abroad.' TEo suggested" abolition of the 
excise duty on cotton manufactures, aided by the 
Siiade^i sentiment, is likely to lead to a fuither 
growth of the wealing industry. 3" 

The process of woniing silk is the same as that suk-wwiving 
of cotton, but it requires gicater care and hence 
the use of a specialised kind of machinery The 
greater part of the silk produce is done by the 
hand-looms. The preluniiiary processes aie mamly 
cottage industnes and piactised as subsidiary to 
other occupatiouB. Their gieat advantage is that 
they can offer employment to women of tho middle 
classes. A few silk factories have beenjistablished 
in Calciitta-and Bombay: ^ "O- 

Allied to ^^ea^^ng is knitting. This industry has Kmiting 
received a great impetus from tho new spint It 
can give emplojnnent to a largo number of women ^ 
who may bo engaged to work with small machines 
in their own homos for piece-wages Other cotton 
industries are those of rope-makmg, caipet-mafcing, 
tent-malang, etc. Cotton carpets or dans form the 
subject of an important industry in the United 
Provinces Artistic work on di'css w'as at one time 
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very much in demand, bufe is now m a declining 
state 

The mdigenoua woollen industry of Northern 
India has suffeied much in competition with cheap 
Geiman goods Attempts have been made durmg 
the last fifteen years or so to develop the 
industry on modern lines In the Punjab and 
the United . . Provinces, a number of woollen 
mills have been started, those at Dhany^ and 
Ca/vrapore bemg the most important among them 
Woollen carpets of good quality are made in the 
United Provmees The scarcity of law material 
, of a good quality is an obstacle to the growth of 
^the mdustry 

Jute supplies the raw matenal for the manu- 
facture of gunny bags and things of the sort In 
Bengal, there has been an immense development of 
the mdustry during the last half a century Mills 
have been estabhshed on both banks of the 
Bhagirathi, and also in several parts of East 
Bengal This mdustry is entirely m the hands of 
Europeans JT 

The manufacture of paper was at one time an 
^xte^sive hand industry, but now it has almost 
died out ^ Paper miUa are now working at several 
towns, but they can hardly be sajd-to be in a 
flourishing condition^ 


^Uuloso Expert attached to the Forest Besearoh 

^‘‘ste grasses of 

SSr ^ “f great^lue in 

Si A made from 

teoomo a staple article for the production of 
paper in India ^ 
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made by Mr Hadi, Mr H D. Cliatterji and othere 
oi:^ht to prove helpful to the revival of the industry. 
Several small sugar factories have been started in 
the country A large factory has been established 
m Behar "^yith European cap^feil and under European 
superinsion 

Leather industry is progressing in India at the 
present moment^ Ohromcttanuing, which was first 
begun in Madias only a few years ago, has now been 
adopted in almost every part of the country. 
Tanneries have been established all over the 
country, the most important centres of manufacture 
being Agra, Cawnpore, Calcutta, Bombay, Cuttack, 
and Madras 

Oils and oil-seeds form the subjects of useful 
mdustnes throughout the country, but there is 
ample room yet for thou further expansion. The 
cotton-seed mdustry has materially helped to make 
the United States one of the foremost among the 
mdustrial nations of the world The export of 
cotton seeds involves an immense loss to the 
coimtiy , and the development of mdustries in 
connection with them is sure to bo useful bQtli 
m a direct and in an indirect way ^ 

In the metal mdustnes many of the local handi- 
crafts attain to consideiable magnitude "The 
mgh quality of native-made iron,” says Sii Thomas 

0 and, the early anticipation of the processes 
now employed in Europe for the manufacture of 


The common belief that leather mdustnes ■vrere not practised 
ancien a is wrong, for we find the description of a largo 
variety of shins in Kantilya’s AHhasaslra 
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steels, and the artistic pioduets in copper and brass 
gave India at one time a^pror^ent position in the 
metaUui^cal world ” Co^er"^ and brass vessels 
which are necessary articles in every household 
are even now manufactured m every district. The 
chief centres of manufacture are, however, Mm- t 
shidahad, Srinagar, Benares, Mirzapur, Moradabad, I 
and Mysore. Tbe artistic and jewellery works of^[ 
Multan, Cuttack, Madura, Poona, and other cities are ' 
famous all over India Busmess m these arts is 
usually done on a small scale by blacksmiths and 
silversmiths, of whom one or more are found in 
every town and village Cutleries^ have been in 
esdstence for some years in different parts of the 
countiy The lock-works of Cal cutta., Ahgarh. 
and Hathras, have been domg v^ good busmess 
The manufacture of ste ^^Jacunks^is becommg a 
very useful mdustry The aluminium indus^ of 
^adras has become important during thelMt twenty 
years. 

The wasteful indigenous process of smeltmg iron, 
iron in small furnaces is a great drawback to the 
growth of the iron mdustry. Several iron and 
steel factories have, however, been recently estab- 
lished The T ata Don and Ste el W o^_ have 
started work^on a very large scale, and are turn- 
ing out thmgs of a good quahty. The railway 

^Srr Thomas Holland nghtly says* "In anoient times the 
people of India seem to have merited their fame for metallurgical 
gVtll ’• (vtde his Slet<di of the Mineral Resources of India) There 
IS abundant evidence to show that stool was in extensive use in 
India several centuries before the Chnstinn era 
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companies have fcheir own woikshops, some of which 
are of considerable size JT 

The manufacture of glass by the indigenous 
method has emsted from very early times. Bangles 
are made of crude glass obtained from rch or saline 
deposits on barren land.^ Flasks, inkpots, and 
such otlier small things are blown from crude glass. 
Glass factories were a few years ago started in 
several places, some of which have had, however, to 
be closed. The factories in Upper and Western 
India have to work under one great disadvantage, 
namely, that coal for the furnace has to be brought 
from a great distance other difficulties which 
the glass mdustry has to contend with are w’ant 
of skilled labour, inexperience of the requirements 
of the Indian ehmate regarding furnaces, and di^?. 
culty of glass blowing in hot weather ^ 

Woodwork and carpentry are still in the main 
hand industries Saw nulls have, however, been 
established m many parts of the country 

The once flourishing chemical industries of India 
have been almost stamped out by the foreign 
manufacturer The foreign chemical product has 
obtamed a supremacy in India, however, not merely 
because it is cheaper, but mamly because it can be 
depended on for uniformity of quaUty Seveial 
factones the most notable among them being the 
Bengal Chemical Works of Calcutta— have durmg 
the last few years been doing very good work m the 
way of reviving the chemical industnes of India ^ ^ 
I erfiunes and essential oils are important indus- 
tiies m the United Provinces Ghazipur, Jaunpur, 
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and Kanauj are famous for the produce of %tT and 
other perfumes, rose-watei, and vanous kinds of 
perfumed oils A few perfumery factories on 
western models have been established in Calcutta, 

Bombay, and some othei cities Soap is manu- 
factured by the mdigenous process, and also in 
factories on modern hnes The soap factories of 
Calcutta and Meerut do business on a fairly large 
scale 

The tobacco industry is very extensive, and is Tobacco 
growing m magnitude A higher rate of duty on 
imported products is likely to give a fillip to the 
indigenous mdustry Xe< "T 

Dairy-farming is more akin to agriculture than Dairy-faming 
to manufacture, and can be profitably practised in 
association with the former It ought to be a 
flourishing mdustry in India, but unfortunately 
IB now m a languid state. The reason is to be 
found in the uneconomical method of work, the 
neglect of hygiene and breed of cattle, and the 
want of pasture-lands The supply of milk and 
its products, such as butter, ghee, mafha, etc , has 
gieatly contracted The best efforts of the people 
should be directed towards an industry which would 
supply them with the best and most nutritious 
kmd of food. For this purpose, the improvement of 
cattle and an increase of grazing fields are absolutely 
essential.^ ^ 

^ In Canada, dairy-faming, ■with the allied industries, is fos- 
tered by Qo'rommont by the employment of experts and the 
mamtenance of dairy schools Tho Government of India also 
might well do soracthmg in this matter 
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The total number of factor^e^ worked by mechanical 
power was 2563 m 1^^/^ A classified list of the 
moie important among them is given below * ^ 

Cotton mills, 235J SX^ 

Cotton presses, ----- 1166 

Jute mills, ----- 60_.Sl5 

Jute presses, 115 tt i 

Woollen mills, 4 » V- 

Paper „ & 

Aims and ammanition factories d" 
(Gk)vernmont), - - - 

Brewenes, ----- 
Dockyards, - - - . 

Indigo factones, - - - 

Iron and brass foundnes, - 

Lac factories, - - - - 

Petroleum refineries, - - - 

Pnnting presses, 

Railway workshops and factories, 

Rice mills, 

Flour 

Saw „ - - - . 

Silk filatures and mills, 

Sugar factones, ---- 



49 

~i\b 

38 A5- 
lOgl^ 

- 63J^ 

25 

28JLLS- 

^ The space at our command does not^ermit^u^o 
give a full account of all the mdustries of India, and 


This does not include factones not worked by meobanioal 
power Of tho 1166 factones for the ginning, cleaning, nnd 
pressing of cotton, there were 289 in Berar, 380 in Bombay, 135 
in 0 Punjab, nnd 133 in tho Umted Provinces In Bombay 
o out W^OOO operatives were employed in different branohes 
0 e CO ton mdustry In Madras and the Central Provinces 
an erar, as in Bombay, cotton weaving and spmnmg are tho 
pnncipa indnstncs In Bengal there la an inoreasmg nnmbei 
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vre have to content oursolvcs ■vriih a brief and rapid 
Bnrvej' of the most important of those It shows 
that some ad^anco has been made in tho direction 
of an industiial regeneration 

But the value of the achievement is often exag- 
gerated. Those who look complacentlj on the 
enormous inciease m the tiado letums, forget that 
tho greater pait of the industrial development of 
tho country has been duo to foreign capital and 
enterprise. Tho raining industries, tho factory indus- 
tries, and the more important of the industrial arts 
are mainly in the hands of Europeans Tho piofits 
accruing from these industries, instead of accumula- 
ting in the country, are remitted abroad so that, in 
tho woids of Mr. A. Chatterton, a high Government 

of jnlo presses. Silk filntnres ore found ohicfly in Bengal and 
indigo and lac fnctoncs in Bihar and Orissa Flour mills ore 
most numerous in tho Punjab and sugar fnctoncs in the United 
Provinces and Bihar Bice mills and saw mills are most numorons 
in Burma, nco and teak being tho two principal products of the 
province They oro mainly in European hands ond arc tho only 
Inigo industries in Burma organised and worked by western 
methods. Panting presses ore numorons m Bombay and 
Madras Iron and brass foundries (inolndmg engineering work- 
shops) numlior 30 m Bengal and 22 m Bombay Tho Tata Iron 
and Steel Works m Cliota Nagpur commenced work early m 1912, 
and have smeo been considerably expanded. Their pig-iron has 
found a. market m Japan and some has been bought by America 
There wore 119 factories belonging to the State and to local 
bodies Among these were 19 prmting presses, 23 railway 
workshops, 12 canal foundries and engmeermg workshops, ond 
17 military arsenals and factories A marked feature m Madras 
and tho Umted Provinces is tho orcotion of many small power 
plants for purposes of agnculturo and rural industries ” (Mental 
and Moral Condition of India, 1914) 
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ffipinl « the TDeople of India heneEfc by the estab- 
lishment of these prosperous J 

the extent that a certain num er -work”^ 

subordinate positions or by doing ^ 

Tint it IS no use fretting over the success oi 

other people The children of the 
to utilise the vast resources of the coun^^ 
and they have no right to complam 
SjlcSon of these Ij outodere Con^emd 
development, like time and tide, does not wait fo 

^’^?hm^bring8 us to the much-debated 
adian msus foreign capital Much of the contr^ 
ersy to which the subject has given rise l^as- been 
ue to a want of clear thinking On t e one a , 
b has been held that foreign capital must 
lo harm to the country , on the other, it has been 
maintained that its effect is bound in all cases to be 
beneficial Sir Vithaldas Damodar Tbaokersey, a 
great authority on the subject, and himself a 
successful merchant, has attacked the question wi 
great clearness of thought and force of expiessira. 
As Sir Vithaldas nghtly observes, no country the 
world can make much progress in industnal direc- 
tions without plenty of capital In India, the 
possibilities of mdiistnal and commercial develop- 
ment are immense, but the amount of indigenous 
; capital is comparatively small India cannot, there- 
fore, do without foreign capital It will be a 
short-sighted policy to reject it on sentmiental 
grounds But it is necessary to form a clear con- 
1 A. Chatterton, Azotes on Industrial Work tn India ^ 1905 
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caption of the limits within which the apphcation of Limits of its 
foreign capital is beneficial. The patriots of Japan 
have been eager to attract foreign capital to their 
country for purposes of industrial development At 
the same time, they have not allowed the profits of 
industiy to go out of the country While, there- 
fore, wo should avail ourselves of foreign capital, 
whenever necessary, we ought to take care that we 
do not pay more for it than other nations There 
are some enterprises which are necessary for the 
welfare of the country, but for which enough capital 
is not available withm the country, and in such 
cases it IS desirable to have resoit to foreign capital. 

Eailways are an mstance of the right use of such 
capital " But,” says Sir Vithaldas, " when we turn 
to the petroleum mdustry m Burma, the gold inmes 
of Mysore, the coal mmes of Bengal, the tea and 
jute mdustries, the carrying trade by sea, and the 
financmg of our vast foreign trade by foreign banks, 
we come upon another and a less favourable aspect 
of the question of the mvestment of foreign capital ^ 

It IS impossible to estimate accurately the amount 
of wealth that goes out of the country m this 
manner, though an approximate idea can be had of 
it from the excess of our exports over our imports, 
after omittmg Government transactions It must 
be remembered that so much of this amount as 
represents merely the interest on borrowed capital 

^ The amount of British capital invested in India was estimated 
some time ago by the Economist at £470 milhons — the largest 
investment of any smgle country m the world with the possible 
cxceotion of the United States 



112 


INDIAN ECONOMICS 


should not be regarded in the light of a dram fiom the 
country It is m the huge profits of some mvest- 
ments that we find cause for complamt In such 
cases, I cannot but thmk that it would be to the per- 
manent good of the country to allow petroleum to 
remain underground and gold to rest m the bowels 
of the earth, ^ until the gradual regeneration of the 
country, which must come about under British rule, 
enables her own industrialists to raise them and get 
the profits of the industnes A country which mam- 
tams a population of thiity crores is not likely 
to let about one lakh of persons starve, and this 
IS the number of wage-earners benefited by these 
industnes The price paid is much too great 
for the advantages acenung from them to the 
country,” * 

The same view has been held by Sir Thomas 
Holland, lately Director-General of Geological Survey 
to the Government of India Speakmg of the suc- 
cessful exploitation of the petroleum fields of Burma, 
he observed, " The one regrettable feature is the fact 
that the capital required to drill the deep wells has 
been raised m Europe, and the profits consequently 
have left the country In the petroleum mdustry, 
as in so many other enterprises of the kind, India 
contmue to pay an unnecessary and undesuable 

X as long as those m the country who possess 


Sir V Thaokeratgr ig undoubtedly right on this point, for the 
mines are not perennial sources of wealth like the soil, once 
exhausted, the mines will yield no more 

Damodar Thaokersoy’s Presidential Address at 
the Indian Industrial Confereneo, 1906 


piiOPUcnoK us 

money ViriU not ri«ik their icserve fiuul m intlustnnl 
purjjo^s”* 

The position mny be snimncd np in tho remark 
that Indians should utilise foreign capital in tho 
development- of the counlrj*, and pay tho ncces'Kiry 
prices for it . but they should not alIo^v the country to 
bo exploited by foreign capital for its own gain It 
may happen in many cases that, although the people 
of tho country may not he able to proiido all tho 
capital required for n now industry, they may yet 
bo able to supply a portion of it, and thus prevent 
^some part of tho ptyfits of the industry fiom leaving 
the country^^^ Sir v ithaldas suggests in this connec- 
tion that the legislature should make it obligatory 
on every industrial concern floated by foreign 
companies that the same opportunities should bo 
given to Indian capitalists, and that the piospectiis 
should ho published siraiiUaneously in both countries 
Doubts have been expressed in certain quarters in 
regard to tho possible success of tho industrial 
movement. It is hold by some that nature has 
destined India to bo on agricultural, and not a 
mamifactiirnig, country.- W o find it difficult to under- 
stand what they really mean It is true that she 

' Papor road by Sir T. Holland at tbo Indian Industnal Confer- 
ence, 1005. 

*Sir Patnclc Playfair, on the occasion of tho Annual Dinner 
of tho London Chamber of Commerce, 1012, said "India must 
be in tho mam an agnooltnral country raising crops in great 
quantities and of great value” But Sir Theodore Monson 
replied , ” Tlie people of India were not content to be hewers 
of wood and drawers of water They wished to taka their part 

in manufacture ” 
r 1 


Summary. 
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possesses certain exceptional facilities foi agriculture 
which must always contmue to be one of her most 
important mdustries But that does not prove that 
she IS naturally unfitted for the development of 
manufacturing industnes On the contrary, it 
shows that the natuial advantages which she pos- 
sesses as an agncultural countiy may be made to 
serve as aids to the growth of manufactures And 
w IS what has actually happened in the United 

agriculture has greitly 
raw^ 7T191 manufacturing industnes The 

TtW start over 

raw matenals at a comparatively cheap cost Agn- 
m mtert “Stead of Lug op^d 

really hlwT^’ ? ^ Wre Inia, he 

The firowL*^nf^^ supplementary to each other ^ 
meanthe i,p<1 manufactures will not necessarily 

ment stimulus to its further develop- 

employed m itstt^T 

use imcultivated iLd bringing into 

capital If thf» ’ ^°employed labour, and fresh 

manufactures has ^S^m'^Ituie and 

found possible m Amenca, 

for the (pubhshod 

agncaltnre and manufactni,! Panjab. the txro (te. 

pennanent improvement in ®° mtimately allied that 

m close interdependence « “ unpossiblo unless they grow 
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there is no reason why it will not succeed in 
India 

There are others who think that the circum- Can manufoo V 
stances which have favoured the growth of industnes 
in European and American countries are not present 
in India Let us examme the statement. As for 
the ph 3 ’’Bical and moial characteristics of the people, 
they are not the natural monopoly of any nation or 
race The supenority, in some particulars, lies with 
India, in otheis, the deficiencies may be overcome 
with the aid of science. Most of the quahties 
which make for success m industry are possessed by 
the people, but they are in a state of qmescence, and a 
little effort only is needed to make them active India 
possesses a gieai advantage m the extremely low 
cost of hvmg which prevails here. Tliiee centuries 
ago, England mdustrially was very backward as 
compared with Holland and othei enterprising 
nations of Europe, but to-day she is m the front 
rank of industrial nations. Germany has worked 
her way up to her present position in the course of 
less than half a centuiy There is thus hope foi 
India yet The present backwardness of India is due 
in part to the causes we have men taoned before and ^ 
partly to its political environment,nBut it would not 
be quite unreasonable to expect a gradual modifica- 
tion of the political situation in the near future 

The possibikties of mdustrial development are 
indeed immense, and India, with her command of 
the raw materials, ought not only to supply her 
own needs but to furnish other countiies with 
manufactured products But to attain this end, an 
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enormous iiicicaso of capital, the proper training of 
labour, and the adoption of improved methods of 
work will be necessary. 

Prom our review of the industrial situation it has 
become deal that tho system of small-scale produc- 
tion still largely prevails in India, but in some of 
tho industries pioduetion on a laigo scale has begun 
The question whethei the people of India should 
stick to their old system of handicrafts, or adopt, to 
the full extent, the new system of production by 
machinery and large capital, mvohos so many 
knotty pomts that it is not possible, or even desir- 
able, to answer it in an off-hand way. It is un- 
deniable that tho officicncy of tho productive agents 
is greater in many ways m large productions than 
m small ones ^ But there also are some disadvantages 


Tho advantages of large soalo produotion may bo snmninnsed 
os follows (1) Bettor classification of labour nooordmg to its 
oapaoity , (2) the use of up to date and specialised ninchinerj , 
(3) appbed machinery can bo so adjusted as to give full employ* 
ment to tho motive pen ors , (4) irapro vomcnls eon bo more readily 
adopted , (5) inventions can bo encouraged , (G) expert shill can 
bo employed to a greater extent , (7) bettor selootion of matonals 
an of processes is possible , (8) purolmsos are mode in largo 
quantities and henoo cheap , (9) sales are wholesale and hence 
not troublesome, -and often aggregate profits are higher, though 
^ . of profits may ho low , (10) competent managers may bo 

appom for tho control of tho difibrcnl departments , (11) tho 
ma o 0 firm is left free to deal with tho larger qncstions, and 
..f 1 **^^^^** j general supenntendenoo , (12) bye prodnots are 
onnnn ’ small things are not thrown away. Tho 

j®** '*‘*'fsgcs are (1) vory great loss arises from a 
tnT,rif ^ 'o demand for commodities , (2) the cost of snponn 
(3) tho interest of the paid managers is 
1 small proprietor , (4) largo industries 

are not possible or profitable unless there is a s.iflieicnt doniand 
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ovoii from tho economic standpoint. It is, however, 
chiefly on moral and social grounds that objection is 
tando to the sysi om of laigc-scale production Under 
that system men tend to become meio machines, — 
drudgery is destiuctive of all initiative and in- 
dividuahty Again, tho massing together of large 
numliers of people leads to physical and moral ill- 
health. Further, while the system of small-scale 
production enables a largo number of people to live 
independently, the large-scale system raises a few, 
often at the expense of the many. Alieady wo find 
a revulsion of feoling in the west among some 
of the tliinhcrs In countries whore the capitalistic 
Bjstcm has been pushed to an extreme, wide-spread 
destitution is found m the midst of the greatest 
abundance " The tramp," says Mi Henry George, 
"comes with the locomotive, and almshouses and 
prisons are as surely the maiks of ‘niatciial pio- 
gress ’ as are costly dwellings, rich warehouses, and 
magnificent churches"^ He goes on to observe, 
"The association of poverty with progiess is the 
great enigma of our times.® It is the central fact 
from which spring industrial, social, and political 
difficulties that perplex the world, and with 
which statesmanship and philanthropy grapple in 
%nm.”» 

1 Henry George, Proffrm and Poierty. 

®Tho distnbution of British incomes (in 1904) is thus calou- 
IntedbyMr L. 6 0 Money "neb, li milhon— £585,000,000; 
oomfortnblo, 3J millions— £246,000,000 , poor, 33 miUions— 
£880,000,000 ” 

’Henry George, Progrej>sand Poverty 
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This 18 undoubtedly a very complex problem It 
IS obvious that an industrial i evolution has coni' 
menced in India Wliether such revolution is a 
desirable thing or not is a question on which opinion 
IS hopelessly divided There are some who not only 
welcome the levolution, but are even prepared to 
hasten it as much as lliey can, there are others 
who curse it and wish that it could be stopped 
On the one hand, it is believed that the regeneration 
of the country will come through an industrial 
revolution, on the other, it is feared that the 
matenahsm of the west will destroy the spintual 
ideals of the people and deaden tlie finei elements in 
their nature One class of persons look confidently 
to the change for an economic millennium which 
will bnng untold wealth and immense prosperity 
into the country , another class are appalled at the 
prospect of the extreme miseiy that is hkcly to 
come in the tram of the revolution. 

In the midst of such conflict of opinions, the 
economist would naturally hnd himself in a difficult 
position when called upon to give advice On a 
careful consideration of the pios and cons of the 
matter, he would probably find that an element 
of truth underlies each of the tw o rival sets 
of opimons He cannot deny that in the west 
enormous wealth stands side by side with abject 
poverty He cannot forgot the fact that the 
Industrial Eevolution m England and other European 
countries was accompanied by great evils — “ the 
tears of homeless women and the cries of hungry 
children He would recognise that competitive 
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economics — nndcr which there is a tendency for 
"the nch to glow richer and the pooi to iiecome 
poorer "—may bo unfair in its behaiaonr towards 
the woalc. He w’ould bo alive to the grave danger 
of tho now system atlectiug tlie simple life of the 
people At tho same time, he would not oierlook 
the simple facts, namely, that the industrial change has 
already made its appearance without any inmtation 
from tho people, that it is not in the powei of any- 
body to prevent it, that it is bound to glow and 
expand against all odds, and that if the people of 
the countiy will not take advantage of it, others 
will Tlic only advice which the economist can, 
under such circumstances, offer to the people would 
be to ask them to take things os they are, instead of 
fighting against the inevitable, to profit by the 
experience of other nations, and to try and ininumse 
the evils of an industnal change ^ He would even General 

conclusion 

t ' Daring tho last hnlf-ccntu^ serious eilorts have boon made 
in overr civilised country to ameliorate tho condition of tho 
working classes As a matter of fact, gigantic strides m srell* 
bemg have heen made during these years In India it bos been 
found necessary to pass Factory Acts for the protection of 
labourers Up to Ist July, 1912, tho lair regulating factories in 
India \rns Act XI. of 1891 This Act applied with certain excep- 
tions to all factories employing BO hands and upwards and might 
he apphed to factories employmg 20 bands and upwards For 
children from 9 (tho mmimum age) to 14, tho maximum number 
of hours’ work a day was 7, and for women II, uith 1+ hours’ 
interval. A mid day stoppage was compulsory, save where the 
work was in shifts. In 1911, another Act was passed which, 
besides makmg provisions for tho safety and health of opera- 
tives m faotonca generally, provides that m textile factoncs no 
person shall bo actually employed for more than 12 honrs a 
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try to liaimonise the old and the new, by talang 
the good from each and eschewing the eviL 

One of the chief means by which the evils of 
capitalism may be minimised m some degree is the 
idoption of the principle of co-operation^ Co- 
cperation has produced great results m Europe and 
America, and theie is no reason why it should not 
iuceeed m India ® Co-operation, however, pre- 
supposes the existence of certain qualities, such 
IS business honesty, mutual confidence, and sense of 
iuty , and they must be cultivated by those who 
wish to engage m business 
Even if the laige-scale system be adopted m 
India, small mdustnes need not die out Some of 
the small mdustnes may be made successful mth 
the help of co-operation Count Alex Karolyi has 
defined the aim of all co-operative work as “ the 
attainment of greater social force through co- 
opeiation, greatei economic knowledge through 
practical instruction, and a higher moral develop- 


** ® hours, and that, save where 

ntiiAr ** system of shifts (and subject to certain 

or after he employed before 5 30 a m 
for more than“ll employed 

revoLfaon'^R features of the industrial 

and Abroad. a^My^kr operation at Borne 
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same extent m production Tm 
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nioiit through the need of being equitable ” ^ In 
one class of cases, tho small manufacturers possess 
such inherent advantages that they can keep tlie 
cost of production at a ver}* low figure, and can 
thus withstand the competition of large pio- 
ducers. Japan is still a country mainly of small 
industries, although she is fast developing the large- 
scale system The success of such industries in 
Japan, however, is due partly to the efficiency of 
tho workers and partly to the protection given 
to them by the state through the system of high 
tarifls Sometimes, small mdustries may flouiish 
side bj’ side with laigc ones, either ns meeting 
supplementary demands, or as producing goods com- 
plementary to those produced by the latter. Speak- 
ing of the cottage industries of Switzerland, Mr. 
Tressler, Director of Industries, Madras, says : 
“There fully one-third of the industrial population 
is engaged in cottage industry — chiefly watch and 
ribhon-maldng — and if not exactly amassing wealth, 
is at least maintaining itself in comfort And all 
cottage workers are ‘linlced’ with a manufacturer. 
The manufacturer turns out a very large quantity 
of finished inatenal m his own mills, but a large 
quantity is also sent out The yarn is warped and 
prepared ready for use, and the cottage worker has 
thus only to perform those operations in the 
process of manufacture that experience has shown 
most remunerative to him, the manufactuiei’s 
labour-saving machme does the rest. The worker 

* Quoted in the Presidential Address at the Sonth-Behar 
Co operative Credit Conforeneo, 1911 



122 


INDIAN ECONOMICS 


thus obtains all the advantages of a division of 
laboui, of expert assistance, and of a market as laige 
and constant as a modern sales-orgamsation can 
make it” 

As economic efficiency is greatly enhanced by 
education, the subject deserves the earnest atten- 
tion of all interested in the economic welfare 
of the people Industnal education is under- 
taken in every civilised country either by the 
state or under state guidance and control In the 
United States, every single State has a college where 
technical education is imparted, which is absolutely 
free Germany, France, and England spend large 
sums annually for this purpose, and Japan is not 
behmd-hand m the matter But in India the matter 
has been sadly neglected, and technical education has 
not yet been undertaken on anything like an 
adequate scale either by the state or by mdividual 
effort 

The question is now beginnmg to engage the 
attention of the Government, who are collecting 
information from various sources in order to do 
something m the matter Some of the Independent 
States of India— the chief among them being the 
enlightened state of Baroda — ^have also reahsed the 
necessity of impartmg a sound system of mstruction 
in t e arts and mdustnes, and have been making 
earnest efforts to remove the long-felt want 

n 1890, an industrial survey was made in Bengal, 
and in the report the necessity of technical educa- 
on was clearly pomted out The Government 
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inslructcd soiuo of the district boaids and mitnici- 
pahtios to start technical schools on a small scale 
In Bombay the Victoiia Jubilee Institute was 
started nith assistance from the Government This 
institution has since then been doing good woik in 
training mechanics for emplojunent in the mills 
Technical schools have been started at a few centres 
in some of (ho other provinces, but none of them 
have yet attained to any considerable magnitude 

The Government Engineering Colleges at Roorke, 
Sibpnr, and Poona, although they can hardly be said 
to bo imparting industrial education, teach subjects 
allied to it In the Sibpur Engineering College, 
classes have been started for a few minor branches 
of industrial tiaimng. Tlio Bohar School of Engi- 
neeiing imparts mstruction in the science of 
engmecung up to a moderate standard The tech- 
nical schools at Burdwan, Dacca, Knrscong, and 
other places, train workmen for workshops. 

Independent efforts aie also being made in this ir 
mattoi m almost every province The institutions 
most worthy of notice are the Association for the 
Advancement of Scientific and Industrial ISducation 
and the Bengal Technical Institute. The former 
was stalled in 1904, and since then has been send- 
ing out every year young men to foreign countries 
for industrial trainmg. Many of the students who 
have returned after a successful caieer abroad have 
either stalled faetones on their account or found 
emplojunent in existing mills and workshops The 
Bengal Technical Institute was started in 1906. 
This institution has recently been amalgamated with 
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the National Council of Education It has arrange- 
ments for teaelung some of the more important 
branches of technical instruction, such as mechanical 
and electrical engineering, technological chemistiy, 
sheet-metalling, economic geology, etc The Indian 
Association for the Cultivation of Science imparts 
instruction m practical chemistry and other similar 
subjects The Indian Institute of Science — ^vvhich 
owes its foundation to the mumdcence of the late 
Mr J N Tata, — though not m itself a technical 
college, IS sure to prove very useful for the higher 
study of technical subjects The Mahila Silpa 
Samiti of Calcutta and similar institutions at other 
centres have set themselves to a very important 
side of technical education, namely, the traming of 
women m the domestic arts and industries. Much 
good work is also bemg done by missionary societies 
in different parts of the country, but the standard 
they have kept in view is very low 

Industrial Exhibitions, held from time to time 
in different parts of the country, besides servmg as 
an advertisement to consumers, produce an educa- 
tive effect on the minds of producers They tend 
to improve the production of goods by helping to 
expand the craftsmen’s ideas Thus both supply 
and demand sides denve advantages from such 
exhibitions. 

j review discloses the fact that a great 

deal stm remains to be done in the matter of 
teehmcal mstruction Unfortunately, the little that 
has been done has not been attended mth complete 
success This partial failure has been due to several 
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causes. One reason is that technical instruction 
has not so far attracted intelligent and earnest 
young men. Only those who weio likely to he 
hopeless failures in other walks of life have sought 
for industrial education, and it is no wonder that 
they have profited little by it It is, however, a 
hopeful sign of the times that in recent years a 
greater attraction for it has become discernible among 
the better classes of young men in the country. 
The second reason is to bo found m the fact that, 
owing to the lack of propoi facilities for practical 
training, both in India and abroad, greater attention 
has been devoted to tlieoiy than to practical work 
It is now being realised, however, that a thorough 
practical training is indispensable for success in 
industrial undertakings, and attempts are bemg 
made to remove the impediments which prevent 
students from getting it in workshops and factones ^ 
The modern system of Technical Education is 
different from the indigenous system. Under the 
old system every young man used to go through 
his penod of appionticeship m the piofession of his 
father, and, on his attainmg manhood, became a 
member of his caste-guild He could not leave the 
profession proper to his caste and adopt some other 

^ Complnints aro often hoard to the eifeot that Indian etadents 
encounter greater difficultios m getting admission into workshops 
and faotoncs m England tlian m Germanj*, America, or Japan. 
It IS not too much to hope, however, that the narrow-mmded 
selfislmcss of foctory-propnotors will gradually give place to a 
more enhglitened sense of self-interest It is satisfactory to note 
that the matter is now beginning to engage the attention of the 
India Oflico 
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The new system does not recognise distinctions of 
caste, but admits young men of all classes and 
creeds The system of traimng under caste-guilds 
has had its day of success , but under the changed 
conditions of the modem ago, it must give place to 
a more systematic and scientific method of in- 
struction 

/ Another need of the hour is foi a proper system 
or- commercial education. Modem business is a 
very complex affair, and no one can hope to achieve 
success m it unless he has thoroughly mastered its 
pnnciples ; The would-be captam of industry 
should, besides acquuing a general knowledge of 
economic science, make a serious study of the 
special problems which arise in this country in 
regard to the production and exchange of com- 
modities And a well-conceived method of instruc- 
tion IS needed to give them a sound knowledge of 
subjects like commercial law and history, banking 
methods,' import and export problems, foreign ex- 
change, transport and freight, company management, 
apd^he conditions of the markets in diffoient 
countries. Commercial education is also necessary 


for those who intend to occupy the comparatively 
inferior positions m the business lmey(In recent 
years, colleges for the teaching of commercial sub- 
jects have been started at Calcutta, Bombay, and a 
few other citie®, and it is expected that they will 


come into existence at other 




CHAPTER \r[II 

DISTRIBUTION 


1. RENT 

Rext in India depends on the interaction of three 
forces — custom, competition, and lemslation^ In 
ancient days custom was the chief regulator of rents 
With the increase of population and the gradual 
disappearance of the semi-sociahstic ideas which 
used to govern the mutual relataons of the members 
of the ancient village communities, rents began more 
and more to be regulated by competition. This led 
to great hardship in many cases, and the Government 
had to intervene in the interests of the tenant 
T he rent laws ^ffer in the different provinces, but 
their general effect is to put a check o n the po wer, 
of the,^ lando\marTo''^iaise rents at his pleasure 
The rent legidation itself starts from a basis of 
custom, and, while accepting the legitimate influence 
of competition, seeks to confine it within reasonable 
limits It aims not so much at the curtailment of 
advantages naturally accruing to landlords as at the 
maintenance of lights alreadv conferred on tmiaSm 
by' custom. Custom is, therefore,' still, To a large 

"" 'Vide The Itrpenal GnzeUear of ludta, toL lu. 
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extent, the foundation of Indian rents The 
Eicardian doctiine of rent is not absolutely true of 
any country in the world The conditions which it 
assumes do not exist anywhere in the fullest degree, 
but m the United States and in England an 
approximation is made to these conditions, and to 
that extent the doctnne has application to those 
countnes In India, they are conspicuous by then 
absence, and, consequently, the theory can hardly 
be said to hold good in India Hero rent does not 
necessarily represent the difference between the 
produce of any particular plot and the plot on the 
margm of cultivation, but is a more or less definite 
charge Productivity is, no doubt, a factoi in the 
determination of the actual rent of any plot, but it 
13 only one of several factors Rent la often an 
element . n i-th g cost of agricultural pioduce^ 

The actual rates of rent in any part of the country 
depend on the relative strength of the three factors 
mentioned above Where the influence of custom is 
very strong, it would overcome the influences of other 
factors Where it is weak, competition has its way, 
unless it IB checked by law In sparsely-populated 
toacts, such as Assam, Central Provinces, and 
Eajputana, rents are low In some cases, tenants 
are invited to occupy land by allowing them to hold 
1 ree of rent for the first few years In the 
densely.populated parts— namely, the tracts of heavy 
rainfall, or those watered by the great nvers— 
competition for laud is very keen, and the land- 
owner is often able, when not prevented by law, to 
rac -rent the tenants If custom and law be 
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regarded as constant quantities, any change m the 
force of competition would necessarily change the 
rate of rent Ju the early days of British rule, the 
population was much smaller than what it is now. 
Land was abundant, and tenants were fewer. Rents 
were, therefore, comparatively low. The population 
has since considerably increased Moreover, owmg 
to the decay of manufaoturmg industries, a laiger 
proportion of the people is now engaged in agncul- 
tnre than before The competition for land has* 
thus become keener in most places, and, consequently, 
rents have gone up. In the larger cities, rents have 
risen very high. 

Bents, as a rule, nse when there is a rise in 
prices, hut not proportionaRy Generally they nse 
considerably after prices In some cases, however, a 
nse m prices does not entail an increase of rents at all 

Formerly, rents used to he paid in land At the 
time of the reaping of crops the representative of the 
landlord used to he present m the fields, and a 
division of the produce was made between bun and 
the tenant This system, although not free from 
difficulties, was very advantageous to the tenant 
If crops failed, the tenant was not compelled to 
pay his rent in full, — ^perhaps not at all. The 
system still obtains, to some extent, m the remote 
villages , but cash rents have been generally substi- 
tuted. These latter are less flexible than rents m 
kind. The legislative provisions deal mostly with 
money rents. 

The systems of tenure under which land is held i 
axe various Roughly speakmg, the tenants or 
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holders of land may be divided into two classes. 
The first class possesses, according to immemorial 
custom, a right of permanent and hereditaiy occu- 
pancy m the land so long as they pay the rent that 
is due The amount of rent depends mainly on 
custom In some cases, they are entitled to hold at 
permanently lived rates, and thoir right is hentable 
and transferable , m othera, the rent can only be 
enhanced on certain grounds Tlie second class 
consists of those tenants whose term of lease is 
hmited to a number of years, and of tenants-at-will 
who may be evicted at the close of any agricultural 
year The amount of rent payable by tenants of 
this class depends on the bai^ain which the culti- 
vator can make with his landlord 

Tenants of the fiist class, together with those 
cultivators who own their lands, may bo described 
as peasant-propnetors ^ Their condition is incom- 
parably better than that of the cultivators of the 
second class In all matters relatmg to material 
prospenty, such as the possession of cattle, dwelhng- 
houses, and well-watered fields, the supenonty hes on 
the side of the cultivator-proprietor or the occu- 
pancy-tenant "The magic of property," of which 
^^hur Young speaks so eloquently, has its efiect m 
India as elsewhere The peasant-propnetor is the 
most uncontrolled arbiter of his own lot The con- 
tion of the tenants of the second class is generally 


+1 4. property does not nccessanly 

. should be no rent It merely implies that the 

•nowp** ° « S' fixed charge What is \ranted js security of 

possession on fixed terms » (vide Pnnctples ofPoltttcal Ecmmy) 
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wretched The economic and moral value of the 
system of peasant-propnetorship is immense, and 
there can be no surer means of improving the condi- 
tion of the Indian cultivator than to confer on him 
at least limited rights of property.^ 

So much about the rent of land used foi purposes 
of cultivation and building The rents of mining 
lands stand on an entirely different footmg® 

In practically all the Feudatory States, the mineral 
rights belong to the respective Eulers, and con- 
cessions are granted for mining and prospecting 
under rules that involve a certain amount of super- 
vision by the Government of India In parts of 
Bntish India also, the minerals liave been ceded 
with the surface rights by terms of settlement, 
but in the lest of India, the Government retain 
nghts over the mineials and giant concessions for 
their exploitation in accordance with the terms of 
Eules framed by the Government 

By these Eules, en^loring hccnses for one year 
can be obtained, but they give no exclusive oi 
perpetual nghts, and there is no prohibition any- 
where agamst free exploration in unoccupied and 
unreserved land Frospcdmg hccnses are granted, 
under certain conditions, over restricted areas for a 
penod of one year, renewable for a second and a third 
term Such licenses carry an indefeasible claim for a 
subsequent nwmwg lease for any mineral other than 

*In England, a nystcm of poasant-piopnotorslnp is being 
encouraged at tho present moment under the provisions of the 
Small Holdings Act 

® Vxic Sir T Holland, Skttch of (he Mxnetal Resources of Indta 
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precious stones over the same or a more lestricted 
area 

Local Governments have the power to grant 
mining leases for penods of tlurty years, which may 
be renewed for further penods with the sanction 
of the Imperial Government. Every such lease 
contams such conditions and stipulations as the. 
Local Govemnient may thmk necessary in each case. 
Under the rules, the ino^eding rent charged is a 
moderate rent not exceedmg one rupee per acre 
Every lessee has to pay a surface rent, the rate 
bemg assessable under the Eevenue or Kent Law 
of the Proiunce ; or if no such rent is so assessable, 
the rate which may be fixed by agreement, subject 
to a maximum of one rupee per acre lii addition 
to this, he has to pay a royalty at certam specified 
rates The lessee has also to pay every year after 
the first year a fixed yearly dead rent, but no lessee 
has to pay both royalty and dead rent in respect of 
the same lease, but only such one of them as may 
be of the greater amount 

The question of the ownership of land is one 
of the many disputed questions of Indian Economics 
In Europe and America, nationalisation of land is 
the favourite ideal not only of Socialists but also 
of many scientific economists. The infiuence of this 
ideal has made itself felt m India, where there is a 
tendency among the ofiicials to regard the Govern- 
ment as the universal landlord, — the ultimate pro- 
piMtor of all lands, — and to consider the revenue 
a en from the people by the state as m the nature of 
rent. Some would go further and draw the legitimate 
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conclusion from such a theory that the Government 
would he justified m demandmg as its revenue the 
whole of the economic rent. An attempt is often 
made to prove historically the correctness of thia 
view.^ Without entermg upon the discussion of 
the technicahties of this question we may say 
that, for economic purposes, each of three classes of 
persons may he regarded as having a limited nght 
of proprietorship, — ^the tenant, the landlord or 
zemmdar, and the Government Besides, the Govern- 
ment itself IS the direct owner of large plots of land, 
such as waste land, land which has been forfeited or 
lapsed to or purchased by the Government, and 
all puhhc land. With regard to these, the state 
stands on the same footing as a private landlord, 
the only difference hemg that these lands have not 
to pay any additional land-revenue Bents of 
such lands are governed by pretty much the same 
prmciples as those of private lands. 


2 WAGES 

In the old village commumties, wages as such 
did'lciofc'' exist,*' but ’all labourers were remunerated 
b^ortiqns of the produce * Custom still influences 
wages to a large extent^ the "amount of influence, 
however", varies accordmg to the nature of the 
industry and the enhghtenment of the labounng 
population Broadly speaking, it may be said that 
wages are compafatively’fixed. They-are not half so’ 
elastic and responsive to changes" orcifcumstances as 
*See chap xii 
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in Europe and America Wages do, no doubt, fluc- 
tuate'^ on either side of the customary rates, but such 
fluctuations are always confined within nairow limits 
Compe^tition is, however, becoming d aily more 
and more important in liEe regulaiaonrol'wages In 
those parts' of 'the country m which"1agnoulture is 
the chief occupation of the people, there is yeiy 
little demand for hired labour, and consequently 
a" low and non-progressive scale of'wages^w found 
This IS specially the case where the population is 
very dense ^ But a great density of population 
does not always cause a low rate of wages Where, 
side by side with high densily, there is a great 
demand for labour, as for instance, in the cities, 
the scale of wages is high. So also, wherever a 
demand of labour is created by large undertakings, 
such as the establishment of rmllR or the construction 
of railways, wages nse On the other hand, m the 
sparsest parts of the country, wages are exceedmgly 
low, because there is no demand for labour. But 
though competition is an active factor, the scope 
given for its opeiation is limited Labour is” still 
comparatively immobile The circumstances which 
^use the movement of labour are rare", and^the 
low standmd of subsistence of the_IabourOT,_his 
Bocml sentiments, and his ignorance are agamst 
such movement * 


regard the current dootnno of wages as 

Srrl “ ‘‘ misoonoeption. »In truth,” aays l,Ir Henry 

naid nnri Produced by the labour for which they are 

number of ’ other things being equal, increase with the 

Jen" thel!?^rr ^ wages repre 

sent the residual share in distnbutTon 
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lYngc-cftniers in thflerent employmonts are 
classified as skilled and unsknlled labourci-s In the "abJ? 
maniifact-unug industries, the labourers earn ^vnges 
mostly as unskilled woikmeu, skilled labour being 
in the main supplied by foicigners In such cases, 
the remuneration of labour represents a very small 
proportion of the total produce This is the mjiistice 
of the capitalistic system of production against 
which labourers are fighting in oveiy country. 

The wages statistics are incomplete, and ad- Av® 
mittedly faulty. By far the most important class 
of lalxmr is agricultural, but the record obtained 
entirely fails to give a icliable indication of the 
lomunoration of labourers Wages differ not only 
m different emplojunents but also .in the same 
"employment according to diffeiences of locality and 
‘circumstances The regularity of employment also 
vanes gr^tly, and cmployment' is practically no- 
•fthero contmuous throughout the year. An average 
wage, theicfore, for India generally has little 
•" meaning , but, for purposes of comparison with other 
countnes, it may be calculated at S-^as (3d) ..per 
diem for the able-bodied unskilled labourer.^ The 
avOTage wage of the child-laboiirer oi woman- 
labourer IS, of course, less 

Various kinds of wages are prevalent in India Ki 
In the factones, and m all employments m winch ^ 
large numbers of people are engaged, wages are 
paid acoordmg to time In the handicrafts and the 
domestic industnes, the usual system is of task- oi 
piece- wages In some cases, wages are regulated 
* Tor ft somewhat more detailed accoont of wages see Appendix 
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by special contract, m some others, a certam 
^mmm IS agieed upon, and if the work is done 
better, a higher rate is given Lastly, when aU the 
membeis of a family are engaged for any work, they 
are paid collectively.^ 

The. system of payment was formerly m kmd, 
but now money payment has become the r^e^^In 
the lemote villages the' agncultural labourers, ^Sd 

d'omesrc'se^aiteTlso, 
or-partly.'bFaler- 
ce^age of the crop-yield ' There is a tenTency, 

money-wages to be sub- 
stituted for wages m kmd. 

ywZnr* ''“™ 

the ^ wages has not kept pace with 

of labouTpra ^^&es of the two cluef classes 

risen in thn iigncultural labourers, have 

Jhe otll than m 

ha4 hf^^Ar* 1 “Snooltaal llhonr 

and teTtfslTr* "■ ®=”Sa' « “ «« 

sent p « Par cent m Bengal and 50 V 

■n the pn^oi'S, ^>^8 ‘hie period the 4e 

pnce of oon^on 

for Bengal has risen average 

, ^ higher. In 1862 rice sold 

These different lands 

wages, piece -ivages tasl are technically distingnishod os tune- 
^ages, and collective waeea^M« ' contract wages, progressive 
“See Appendix '®sPcctivoly 
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in nt tlw wtc of 20 3[ *eors for the mpco, 

but the pn*-'^eut rale k 8 or ^ psor? Thus we lind 
tint Atihovuth nonutirtl \yafi;c5 bn\c incrcaised, real 
in%*o in inM} rtises decrca‘-'*d.^ 

*«/T«o question which itcclf licre is — Is 

there ony conutjction between prices and wages? 
There certainly sonic port of connection, bnt it 
does ni<t alwaye nnmfcrl itself in the same result 
The enunecsion is, in fael, rather iieculiar The 
ino'-i dsiecv and pereopliWe connection is found in a 
rviluctnm in waeps when food is inordinately dear. 
Tin. rn'-on is thi‘« 'ine failure of the crops destioys 
n large portion of the funds available for paying 
w-aues i\t the panic tmio, the number of people 
*-i>’iang employment is greatly enhanced, and 
labourers are found ready to work in return merely 
for the bircsl suhsiMcnce Thus a decrease in the 
demand for labour and an increase in its supply 
cau’^'-’ the wages to fall Wicn, boweier, a rise in 
the ]»rjcc of prodneo is due to a larger demand, and 
extra profits arc thus obtained, the expansion of 
business uicreiu-es the demand for labour, and wages 
rise 


3 IKTERF-ST 

The t.apilal of most of the large industries is 
raised in ISuropo, and the interest on sneb capital, 
together wth the profits, has to he paid abroad. 

1 Aixordmi; to the K<’porl of the recent Pneei Enquiry, the 
BxenRe" of real wttge<» in important terms bn%o inorenscd during 
tb** Ift'it 2a years by nboul 25 per cent , and in the rest of the 
conntiy from G to 1.5 pi r cent. 
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The subscribed capital of ft firm la never sufficient 
for the carrying ou of fcbo business, and ever^ 
firm baa, thercfoie, to borrow money on occasions 
This they got fiom tho Picsidency and other 
banks 

Tlie rate of interest, although it is theoretically 
the same foi all at any given time and place, 
depends in piacticc upon the sccuiit} which a firm 
can offei and the penod of time for which money is 
borrowed. The lates also differ m different parts 
of the country Tho Bank rates in tho three 
Presidency towns follow one another pretty closely, 
but in the mtenoi of the country tho rates of 
interest aie highei Even within tho limits of the 
Piesidoncy towns, tho rates are not uniform — 
those charged by the sinallor indigenous money- 
lending concerns being higher than the rates of the 
Exchange Banks The Bank rate published by each 
of the Presidency Banks ropiesciits the chaise for a 
loan on the secunty of Goveramonfc paper Tins 
rate varies from day to day according to the demand 
for money , but it is generally high in wmter, w'hen 
the agricultural products are ready for sale and 
export, and low in summer As a lulo, the Bank 
rate is the lowest — 3 ox 4 per cent — ^in July and 
August , m September and October it begins to 
nse slowly, and tho upward movement is con- 
tinued till m Eebrnaiy and Maich the rate roaches 
e maximum ^usually 8 or 9 per cent, but some- 
times as high as 11 or 12 pei cent In April, it 
s OW8 a downward tendency, and continues to fall 

1 it again reaches the minimum The average 
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rate of interest; is usually a little liigher than m 
England and other countries of Europe, but it is 
not so much the average efifective rate for the whole 
year as the maximum rate m each year that is 
very liigh.^ On them Deposit side, the Banlcs keep 
the moneys.on winch they pay interest, the rates being 
of course lower than those at which they lend The 
Government and other public bodies also occasionally 
borrow money. The Government rate of mterest 
IS at present 3i per cent 

Agricultural capital is supphed by the village 
money-lender The agnculturist is almost always 
poor, and he usually cultivates his land with capital 
borrowed from the money-lender, for which he has 
to pay high rates of mterest, sometimes 60 or 60 per 
cent The practice of borrowmg money is almost 
universal It is frequently a part of the bargam 
that the produce should be delivered to the money- 
lender at a certam price, which is always below the 
market rate. Sometimes he becomes heavily in- 
debted, and the debt often runs through the life of 
the borrower and is mhented by his heirs 

A high official of the Government once wrote, 
“A great number of the agricultural community 
appear to have a kind of runmng accoimt with the 
mahajan, he advances them seed, gmng one seer 
less than the market price In other mstanees the 
advance is made at seed-time on the sawa^ principle, 
which means a return at harvest of one-fourth more 
than the quantity borrowed at seed-time He lends 
money, moreover, for the mevitable marriage and for 
* Vide J M. Keynes, Indian Finance and Ourreney 
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the equally inevitable lawsiut When the tenant 
falls on evil days, he would advance bun rent to 
save luin from ejectment He is, in fact, at all 
times, the lesouice to which the needy agriculturist 
goes for reUef , and the consequence is that a large 
proportion of the cultivating community is seldom 
free from the mahajan’s influence When the crops 
are reaped, the greater portion finds its way to 
his granary, the tenant retains a share for his 
immediate use, which is seldom sufficient for the 
consumption of his household imtil the foUowmg 
seed'time Long before the next harvest approaches 
he has, as a rule, to have recourse to the mahajan 
The system is not without its advantages m hard 
times , it IS to the mterest of the creditor as well as 
the debtor that the latter should hve, there is 
a commumty of mterest which secures bun from 
starvation ” 

The money-lender does, no doubt, exploit the 
misery of the poor cultivator, but he renders him 
good service, in so far as he enables him to live 
Sir F H. Nicholson says, " On this subject there 
are two opinions, one of which regards him as on the 
whole rather beneficent and friendly, as a sort of _ 
partner with the ryot, supplying the needs of the 
latter, mamtammg him in times of misfortune 
Others, again, regard him as a beast of prey seeking 
everywhere whom he may devour The truth, as 
usual, probably hes near the middle As society 
and credit are at present constituted, he fills an 
absolute gap, and is a rural necessity On the 
other hand, he is most undoubtedly an expensive and 
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dangerous necessity. He has been found m India 
from time immemorial ” 

Credit is almost au inevitable condition of small 
farming The farmer needs credit for the purchase 
of land , for permanent improvements, such as the 
digging of wells, for equipment,mcluding implements 
and cattle ; and as working capital for buymg man- 
ures, seeds, and fodder, and for paying the labourers. 
The late Mr. Justice Eanade advocated the establish- 
ment of credit institutionB all over India, so tha 
agriculturists may get loans at low rates of mteiest 
Facile credit is often very beneficial, but it has t 
drawback also It is like a double-edged weapon 
for there is the danger of its leadmg ignorant anc 
thriftless cultivators to further indebtedness Easj 
credit may sometimes mean reckless boi rowing, anc 
often for purposes othmr than those which help tc 
mcrease the volume of production. 

Various measures have been proposed from time 
to time to check the indebtedness of the cultivatoi 
and thus to improve his condition Two measures 
have been recently adopted by the Government m 
this connection, namely. The Punjab Land Ahenation 
Act and the Go-operative Credit Societies Act The 
real solution of the problem would he in a system 
which should provide the peasant with faoihties for 
borrowing at a low rate of interest, and, at the same 
time, devise safeguards agamst imprudent and reck- 
less borrowing The credit associations started in 
Germany and other countries of Europe under the 
influence of Raiffeisen and Schulze Delitzsch,on which 
the Indian Co-operative Credit Societies are modelled. 
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fulfil both these conditions The principles of action 
of these associations are those of self-help, co-opera- 
tion, solidarity, pnidence, thrift, and public spirit 
Another proposal is to check usuiy by legislation. 
This subject is now engaging the attention of the 
Government of India, who have invited the opinion 
of the local Governments and pubbo bodies on the 
three suggested remedies, namely, (a) the fixing of 
a legal maximum rate of inteiest recoverable, (6) 
the determination of a legal maximum amount of 
mterest recoverable, commonly Imown as damdupat, 
and (c) the bestowal of authority on the courts to 
go behind a contract, reopen a transaction, and 
reduce the rate of interest to what is thought to be 
eqmtable The first remedy seems to most people 
to be the most suitable, but the opinion of the 
Government seems to mclme towards the tbird.^ 


^ In regard to tho comparative merits and defects of the three 
suggested remedies, the Government of India say in their oironlar 
letter ' The first of these solutions has the authority of vanous 
forei^ precedents and of certam special local laws m this country, 
ut the Government of India are 'willing to accept the adverse 
opinion of tho Select Committee of tho Houses of Parliament on 
money.lendmg which reported m 1898 . Tho rule of dan- 

upat as the advantage of bemg already in force in parts of the 
00^^— .^tween Hindus in the town of Calcutta, m Berar 
and Bombay, and m certam Native States, and it has the 
authority of the early law-givers At best, however, the 

t of Bam 

nf ** Johur Lai Dutt, Hb Justice Wilson speaks 

^ ^ ^itstiou wluoh ouly afieots tho acoumn- 

mdircotly controls the 
M j that embodied m tho English 

onoy on era Aot of 1900 (for extortionate or nnoonsoionable 
1 • • e Government are disposed to think that legisla- 
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The time is certainly npe for taldng action against 
usury, and any well-conceived measure is sure to 
receive full puhho support 

In Bengal, a numbei of public-spirited gentlemen 
have established Co-opeiutive Gram Banks {Dhwr- 
maffolas) in several villages, some of which are 
reported to be worlang well The cultivators 
deposit poitions of their produce in these banks, 
which in times of need they aie allow’ed to with- 
draw Keedy members are also given loans of 
grains fiom these deposits The chief merits of the 
system are its simphciiy and its accord with the 
social sentiments of the people A third advantage 
IS that the value of gram mcreases m times of 
scarcity. But its defect is that the gram cannot 
be mvested m any profitable undertaking so as to 
yield interest and profit Moreover, there is the 
nsk of loss through detenoiation or waste But 
the idea is certainly an excellent one, and it ought 
to be given a fair trial. 

tion on tho lines of the English Act offers the best chances of 
success Tho stock arguments against it arc (i) it -vrould inter- 
fere with private contract , (u) it would increase htigation , (m) it 
would leave too much to tho judge , (iv) it would harass and con- 
fuse tho ordmaiy operations of trade , (v) it would tend to raise tho 
interest paid by those who do not resort to tho courts , (vi) it 
would be ineffective . . Fmally, the Governor General m 
Council would only remark that while he fully recognises tho 
benefits which have accrued from the extension of co-operative 
credit, and tho potontiahties for good inherent therem, he does 
not consider that the progress made in this direction affords 
in itself an adequate remedy of tho state of affairs which it is 
desired to alter ” 
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4. PEOFITSi 

The profits of monufacturo are m every country 
higher than those of agnculturo In other vords, 
as a money-malang process, agriculture is not so 
profitable a business as manufacture Again, as we 
have already noticed, agnculturo has to depend on 
several uncertain factors, such as drought or exces- 
sive ram, and the piofite are consequently more 
uncertam than m manufacture. Manufacture in- 
volves vanous stages in production, and the piofits 
are thus obtained by a larger number of persons 
Eull details regardmg the piofits of the different 
industnes of India are not available ; but the reports 
pubhshed by the larger business firms give us some 
idea of the general rates of profits. These may be 
said to range from 8 to 15 per cent Sometimes, 
the profits of certain mdustnes go up as high as 30 or 
40 per cent , but such cases are exceptional Profits 
are generally high m the mming and jute industries. 
Statistics of profits m the small industries are very 
difficult to gather, but it will not be incorrect to say 
m a general way that they are comparatively low 
In considering this topic we should take into 
account the profits of a doss of persons who cannot 
properly be called organisers of industry, but who 
stand between the producer and the trader These 
are middlemen who sometimes make very large 
profits. In the villages they are generally the 
money-lenders They purchase wholesale the surplus 

Some points relating to this subject have boon treated m 
ohaptors vi and lui. 
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produce of corn from the cultivators and send it to 
other parts of the country. 


So much for the distribution of the produce. It 
is not necessary, however, that the shares should 
go to different persons. Very often, all the factors 
are controlled by the same person, and in such 
eases all the shares would go to him India is a 
country mainly of small mdustnes which are 
earned on by the workers on their own account 
They supply the labour as well as the small capital 
required, and they are themselves the organisers 
In a large number of cases, therefore, the whole of 
the produce goes to the same persons and the 
question of distribution does not anse at all 
In the institution of peasant properties also, as we 
have seen, there is hardly any distiibution among 
different parties Thus, at present, the economic 
problems of India are mamly those of production 
rather than of distribution , but with the growth of 
large-scale mdustries, the problems of distribution 
are likely to assume greater importance m future^ 

^ The effeots of the misdirection and waste of capital and 
labour due to the mequitable distribution of wealth in the west 
have been thus generalised by Mr L G Chiozza Money “ The 
unduly large shore of the national dividend possessed by the 
rich produces in them grave faults of eharaoter and purpose 
which make them indifferent admimstrators of the capital 
without which labour is powerless The unduly small share of the 
national dividend possessed by the poor is the source of a stream 
of moral and physical evils which, minglmg with the waters of 
death which descend from the high levels of luxury, produce 
effects whoso causation is only obscure as long as we neglect the 
study of the Error of Distribution” (Jliches and Poteriy, p 152) 
IE K 6 ^ ^ 



CHAPTER IX 

EXCHANGE 


1 A BRIEF HISTORY OF IHnOIAN COMMERCE 


Fbom the very earhest times, trade between India 
and the neighbourmg countnes was earned on hy 
land as well as by sea India was once " the seat 
o^Qimnerce”t 

As early as the sixth or seventh century BC, 
India had commercial relations with Italy, Greece, 
^Syp^j Fhoemcia, Arabia, Syria, Persia, China, the 
Malay Penmsula, and the islands of the Indian 
Archipelago The Ehndus built ships and navigated 
the ocean as eaily as the age of Manu's Code 
Eater, they held m their hands all the threads of 
international commeice, whether overland or by sea. 
The unknown author of that remarkable hook, the 

ertplus of {he Erythraean Sea, describes the com- 
merce m detail,^ and from him we learn that Indian 
vessels frequented the Arabian Sea, the Bed Sea, 


p of the Erythraean Sea, and others norLs by 

G^k wntere, translated by J \v M'Cnndle The term 

and to the Indian Ocean Tnth its bajs 
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tho Persian Gulf, and the Indian Ocean, and his 
tcstimonj' is corroborated by that of other ancient 
historians and goographers, such ns Plmy, An Ian, 
Stralw, and Ptolemy. The chief Indian seaports 
were : Barygaaa (modem Broach), Saurntra (Surat), * 
]Mnsalipatan, Barbankon, IMonniis, and Xollcunda 
Thoro were other commercial toivns, some of which 
also attained to great eminence, TIio %alue of this 
maritime commerce must have been very consider- 
able.* Tlio chief articles of export wore nch 
apparels made of silk and cotton, pearls, diamonds 
and other precious stones, noiy, spied, drugs and 
aromatics, and .those of impoit were gold, silver, 
brass, copper, and tin A brisk coastal trade was 
also maintained between tho seaport towns 

Trade by land with Central Asia, China, and by 
other parts of Asia, as well as some countnes of 
Europe, w^as carried on by ca^a^ans. There wore 
several tradc-ioiites which were availed of by tho 
merchants. Besides, an active mlornal trade was 
carried on between tho difibront parts of tho country 
itself. The great rivers seived as comnieicial routes, 
and royal roads connected the important cities 

Tho commercial activities were continued in full in 
vigoiijr rill the nmtli or tenth century a.!)' During 
The Mahomedan rule, however, mantimo commerce 
wa8-"gradually abandoned, b ut trade interc ourse 
by land was mamtained.__ In 1498, the voyage of 
Vascir da "Gama round the Cape of Good Dope 
opened a route for commerce between India and 

* Strabo Bays “I found that about 120 sliips sail from Myos 
Hormos to India ” 
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Europe, so much easier, ebeaper, and safer than any 
that had previonsl) been used, os to eoniplctcly 
change the destinies of the country and its relations 
to the general affairs of the world Eoreign 
mantime coniinorcc laas thus once again rorvdvcd, 
this time, however, by Europeans In the seven- 
teenth and eighteenth centuries, the Dutch, the 
Portuguese, tho French, and the English companies 
competed with ono another for the largest share in 
tho commerce with Indio. Ultimately, the English 
East India Company was able to practically oust 
tho other comiianics from tho Indian waters The 
invention of steamships led to a further 1001*6880 of 
tho maritime commerce And lastly, tho opening 
of the Suez Canal brought India much nearer to 
Europe and gaio a fresh impetus to tho commercial 
development of tho country. 

^ Tho foreign trade of India is now steadily 
increasing, hu Ondians havn very littlo sh are in it 
The bulk of the internd trade stilTremains in tho 
an(M of Indians, but even in this they hardly 
isp ay the entoipriso, pluck, foresight, and resource- 
ess which are essential for success in business. 

2 the indigenous system op TN T.AN Ti trade 


inof ^lage has its resident traders. In many 
nces 0 chief trader combines tho funcrions of 
ffram-merchant with his own 
Buymg and selling are done in 
^ JJieet daily m the more unpor- 

ages and on fixed days in the week in other 
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plncc^ Tn a<lchtioti to the slioplccopcrs. there are 
hawKera or itinerant rollers who supply the people 
with iirtieles of mcichandicc in their homes The 
relipons festivals and fairs, sotno of winch arc 
atiendrd by largo numbers of pilgrims and visiiois, 
aho «crvc as important marts for the exchange of 
commodities * 

A portion of the village produce is sold in the 
village marlvcls for local consumption,, and the 
suipIuB is handed over tn the agents in the towns 
anil thence dispatched lo trade centres in other 
parts of the conntry. or exported out of it. Im- 
ported merchandise is distributed by tbo same 
mnclnnery working in tbo opposite ibrcction. 
Internal trade may bo divided into tno kinds* (a) 
ItafTic with tbo ports, and (&) commerce between 
difibrent parts of tbo country. The former is 
largely concerned with the collection of manufac- 
tured products for export, and with the distribution 
of imported merchandise , the latter ivith supplying 
the surplus produce of one port to the other parts 
of the country. Trade posses tlnougli the hands 
of a considerable number of middlemen and is 
consequently hampered to no small extent 

Towns spnng np nhoro trade activity increases, < 
and historical cities lose their importance as soon as 
they cease to bo trade centres 

‘Vast conoonrFcs of people gRthcr at tlio Kximbha tnoloa 
%vhich aro hold at Allahabad, Hatdtrar, aud other places. 
ITio c&r>fcttiTal at Puri and tho fairs at Huriliar Chattra 
aro attended by people from tho most distant parts of tho 
oountiy These fairs servo not only tho poiposo of marts but 
also of indnstrial oxliibitiono. 
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Employment m trade often gives rise to trading 
castes These castes have now lost much of the 
importance which they once possessed, but they 
still possess a considerable degree of organisation, 
and retam a good part of the trade of the countiy 
m their hands The Marwans of Eajputana are 
found m almost every part of the country. In 
Madras, the Chettis form the most important 
tradmg community In the Bombay Presidency, 
the largest share of trade is m the hands of the 
Parsis and the Bhatiyas, while the Bamyas still 
monopolise the bulk of the trade of Northern India. 
Among the Mahomedans, the most notable commer- 
cial classes are the Boras and Ehojahs of Bombay 
and Gujiat 


3 TEANSPORT 

Por the growth of trade and commerce the develop- 
ment of means of rapid and cheap transportation is 
essential. Till the middle of the last century 
pack-animals, such as bullocks, horses, camels, and 
asses, or carts drawn by these animals, were the 
only instruments of transport by land , while 
country-made boats were the instruments of nverme 
transport With the development of railway com- 
mumcation, the importance of pack-animals and 
carts has dimimshed, but they are still largely 
utilised for carrymg goods to the towns, porhs, or 
railway stations 

Prom the very earliest times, the construction of 
roads and canals was considered among the chief 
uties of the rulers Under the Hindu as well as 
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the Ma})omedan rule, roads and canals were con- 
structed,^ which connected the outlying districts 
with the capital. Major Bnggs, speaking of these 
roads, remarks that for bold engiueenng skill and 
wonderful contempt of difficulties, they "deserve 
to rank with the works of the old Homans ” Their 
number, however, was few and condition not always 
satisfactory. The great rivers did, no doubt, furmsh 
means of communication and some facilities of trans- 
port, but they were found insufficient for the purpose 
of keeping up a constant mtercourse between the 
different parts of the country. 

In the early days of the East India Company, 
the Government did not recognise the execution of 
public works as a necessary part of their pohcy.® In 
the latter years of the Company, however, matteis 
began to impiove, and after the Mutmy of 1857 
and the assumption of the government of India by 
the Crown, the construction of public works went 
on with increasmg speed Eailways now connect 
aU the pimcipal districts and cities, the great 
rivers have been bridged, the country has been 
covered with roads, and the nvers and canals 
afford mcreasmg facilities of transport Over 
thirty-four thousand miles df railway are now 
open, and the total length of roads is almost beyond 
calculation 

The railways, mstead of superseding the roads, 
have actually mcreased the traffic on them Side 

^Tho Jumna Canal, constrnoted by tlie Mohomedau Emperors, 
musfc bo considered as a great aohievoment for those days 

s Vide Imperial Gazetteer, vol m 
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by side with the construction of railways, progress 
has been made with the construction of roads 
Trunk roads now run to and from all important 
centres, and umumerable feeder-roads connect the 
trunk roads with one another 

Steamship commumcation has been developed m 
those parts where the rivers are navigable. The 
canals also offer some facihties of communication 
and transport It is, however, in maritime trans- 
port that the greatest development has taken place. 

Lastly, the post office, the telegraph, and 
the telephone afford wonderful facilities for the 
commumcation of intell^ence, so that the shghtest 
alteration m tiade conditions m a particular place 
18 now almost instantaneously reflected in the most 
distant parts of the country 

4 THE PBESENT POSITION OP COMMEBOE 
AND TBADE 

In a vast country like India, the internal trade 
cannot but be immense, and the volume is daily 
mcreasmg But it is not possible to measure this 
volume of trade with any degree of accuracy. The 
quantity of total mland rail- and nver-bome trade 
m 1913-14 was shown in the official Blue-books as 
66 million tons and the value nearly 900 erores ^ 

The great bulk of the mternal trade, representmg 
about two-thirds of the total, flows directly to and 
from the chief ports, the balance — about a third — 

» Reitcw of the Trade of India, p 89 On page 49 of the 
Beview, it is pointed out that the total trade " actually reprc- 
sente a duplication of figures ” 
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trade Nothing can give the reader a more accurate 
idea of the present position of Indian commerce 
than a glance at the latest trade letums available 
The total value of imports m the year 1913-14 was 



cotton piece-goods and manufactures was over Es 66 
crores, or about 33 per cent of the total values of 
imported goods Of the cotton goods the United 
Kingdom supplied 90 per cent of the whole The 
value of woollen manufactures was Es 3 76 crores, 
and that of silk goods, Es 3 crores Of the wooUen 
goods Germany held the market to the extent of 
80 per cent of the total values, but Oawnpore 
and Bangalore competed with shawls woven from 
Indian wool, decidedly superior m qualitj' to the 
general level of foreign imports The imports of 
silk goods from J apan and China represented 91 3 
per cent of the total Glassware and earthenware 
were imported of the value of Es 2 5 crores, and 
paper and pasteboard and stationery, Es 2 25 crores. 
The value of metals and manufactures thereof 
was Es 22J crores Eailway plant and rolhng- 
stock was imported of the value of Es 10 crores, 
machmery and miU-work, Es 8 crores , and hardware 
and cutlery, Es 6J crores Of the articles of food 
and drink imported the most important was sugar, 
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of which nearly Es 15 crorea’ worth was imported 
The chief sources of supply of cane-sugar were 
Java and Mauntius, the Straits Settlements, and 
China, and those of beet sugar were Austna- 
Hnngary, Germany and Belgium It is worthy 
of note that although India is the largest single 
producer of sugar in the world, her import of foreign 
sugar IS steadily increasing. The value of imported 
salt was Es. 87 lakhs, of which by far the largest 
proportion came from the United Xingdom The 
other sources of supply were Spam, Germany, 
Turkey, Aden, and Egypt Other articles of food 
imported were wmes and spints, frmt and vege- 
tables, salted fish, biscuits, bottled provisions, 
condensed milk, apices, and tea. ! The import of 
raw materials and articles mainly unmanufactured, 
amounted to Es 10 J crores; and that of miscel- 
laneous and unclassified goods to nearly 3 crores. 

The value of exports, representmg 62 per cent 
of the total trade, amounted to Es 256^ crores 
(£l70f millions) The— vedae-jQLJhidian--produ66- 

fiYpnrbt-nf ■ tTfia-mnwurxumnted 
to-Esr-7.^rores,, nf..-whicb-gnld was wnrth-EAi4- 
j>rnrPR, and Rilvar, Es 2h orores. 

Eaw materials andwticles mamly unmanufactured 
formed the largest class of exports, representmg 47 
per cent of the total exports of Indian merchandise 
The total value of exports of this class was Es 122J 
crores The export of raw cotton amounted to 
Es 41 crores, seeds, Es 26f crores, raw jute, 
Es 30f crores, raw hides and skms, Es 11^ crores, 
raw wool, Es 2 J crores , coal and coke, Es 70 lakhs. 
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The following table is interesting as comparing 
the trade per head of the Indian people with 
that of the other countries: 


India- 

Bussia 

United Kingdon 

Prance 

Germany - 

Italy ... 

Umted States - 

Japan 

Cmna 


£ B P 

0 17 7 

1 12 10 
25 14 10 
16 9 7 
16 7 7 

7 19 
9 17 
2 12 7 
0 7 4 


The bulk of the carrying trade with India is 
done by English slups^ Dunng the year 1913-14, 
the tonnage under the British flag was nearly 
76 per cent, and including the Indian register, 
represented about 77 per cent of the whole. The 
number of vessels under foreign flags which entered 
and left Indian ports was 1466, of which the 
German and Austrian vessels represented nearly 
two-thirds The other countries whose vessels do 
the carrymg busmess with India are Japan, Norway, 
Italy, Holland, and Prance, Vessels belonging to 
foreign countries are gradually obtaining an increas- 
ing proportion of the carrying trade TTu fortunately. 
belonging - to In dia . . hn Egelf 'hnvQ nn wTiare in 

trade , aernsn — t he land frontie rs -of— India— 
ia,. gqmvalent to— l e e s— i-J mn fva PAnt nf Tie r— 

, , popnlar notion that ' trade follows the flag ’ is true in 
this case. 
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jesJiQriiaJbiaide. The statistics of this trade are 
incomplete, and not -wholly reliable. The appioxi- 
mate value of the frontier trade was during the 
year 1913-14 as follows . Imports, Es 12 crores, and 
exports, Es. crores. This trade has increased 
in a very satisfactory way during recent years. 

The net value of the coasting trade during the 
year under review (in merchandise) was 68J crores 
The greater part of tins trade is between the ports 
on the east coast and Burma, and along the coast 
between Bombay and Karaclu. 

The total value of gold absorbed by India during 
the ten years 1904-05 to 1913-14 was 219 crores of 

/‘rdpees. 

/ From the foregoing account of the commerce of 
India it 18 clear that the exports of India exceed 
fior imi^rjs^ ^The excess of exports over imports 
(including merchandise and treasure) in 1913-14 was 
21*3 crores, including Government transactions, and 
36 crores, excluding Government transactions, the 
average for the last three years bemg 30 15 and 41*1 
crores respectively fThe followmg explanation in 
regard to the statement of the balance of trade is 
interesting ** There are payments due to India for 
her exports, jbgJhe-impotj^..ot,oapttaL>iato-Jj^ 
for remittances from foreign countries to persons 
residmg in India, includmg tourists There are 
payments due by India for imports from abroad, 
the Secretary of State’s drawings, mterest on capital 
invested in India through private channels, invest- 
ments m other countries of the earnings of European 
merchants, lawyers, cml servants, etc., in India, the 
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earnings of European steamers employed in the 
coastmg and foreign trade of India^ remittances to 
Indiana residmg in foreign countries, and premiums 
and policies issued by insurance companies out- 
side India, etc”' India has a very favourable 
balance of trade , but her obhgations to the 
United Kmgdom and other eountnes are large 
Consequently, she receives payment m bullion 
only for a portion of this balance Eor the rest 
she receives no direct return How far this latter 
amount is a dram upon the resources of ^the 
country will be discussed m a later chapter. 


6 PRicass 

From about the middle of the nineteenth century 
1 tendency towards a rise of prices became visible 
This tendency has become more progressive during 
the last twenty-five years, and durmg the last ten 
years the rise in prices has been enormous The 
decennial average for the period 1891 to 1900 was 
higher than the average for the previous decenmal 
period, and the average for the penod 1901-10 
higher than that for the period 1891-1900. Pnces 
have also risen considerably durmg the last four or 
ve years This rise has been especially marhed 
m the pnces of food-grams The following state- 
ment shows the mcrease in the year 1909 m the 
average retail pnces of the prmcipal food-grams as 

^ Vido Reueto of ike Trade of India, 1913-14 



EXCHANGE 


161 


compared with those of 1873 (the puces of 187c 
being taken as 100) : ^ 


Rico 

322 

Wheat - 

301 

Jawar - 

176 

Bajra - 

168 

Ragi - 

247 

Gram - 

185 

Barley - 

165 


The index-number for the seven food-grains taken 
together was 195. In 1908 the prices weie even 
higher, and the index-numbei of food-grams then 
rose to 231. The followmg table gives the mdex- 
numbers of important articles for the years 1910-12 
(the prices for the qmnquennium in 1890-94 — a 
normal period — being taken as 100) 


Food grains — cereals 
Food-grains — pulses 
Other articles of food - 
Oils — seeds, oils, and oilcake - 
Textiles — cotton - - - 

Hides and skms - - - 

Other raw and manufactured 
articles - . - . 

Bmlding matenals - - - 

General average - - - 


1010 

1011 

leis. 

127 

126 

143 

124 

122 

142 

130 

133 

136 

143 

149 

156 

119 

144 

160 

164 

169 

172 

127 

126 

132 

142 

146 

149 

132 

134 

141 


The averages, as shown by simple mdex-numbers, 
give only a rough idea — not a wholly correct view of 
the general price-level The system of weighing, 
that IS to say, assigning values to articles accordmg to 

^For details see Prices and Wages %n Indta A statement 
giving the oanscs of the nso of pnees for avery quinquennium 
will bo found m Appendix E 
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their importance in the consumption or trade of the 
country, would he more satisfactory, but this method 
IS not fiee from difficulties 

Now the question is, what are the causes of this 
rise in prices Prices, as we know, are the ex - 
preMira""of the relation ^of comm^ties to ihe^ 
medium of exchange A variation can only ensue 
'when '■tliere'’is^'^a disturbance of this relation A 


^ nse m prices can thus be due to one of four 

> causes (1) an mcrease in the demand for commo- 

{ dikes, (2) a decrease in their supply, ‘(3) an 

' addikon to the quantity of the medium , and (4) an 

‘ increase m the rapidity of its exchange - It is 
\ difficult to say exactly to which of these causes the 
f nse in pnces is due, or whether it is due to a com- 
I hmation of two or all of these causes, and, if the 
( latter he the case, m what proportion it is due 
to each of them The population of the counky 
has mcreased by nearly 10 per cent since 1890, and 
this would account for a part of the rise The 
stondard of Imng has shghtly nsen in the country, 
thus raising the demand, and there has also been 
an enormous increase m the demand in other 
countnes for Indian food-products As for the 
supp y, the statistics published by the Government 
show that the area of the cultivakon of food- 


deputed Mr K. L Dutt, a high 
and fiio ^ Mance Department, to investagato the extent 
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crops has diminished only in a few provinces, and 
incieased in others; but these statistics are not 
wholly reliable, and it is not possible to say with 
certainty whether the total production of each of 
the important food-grams has increased or decreased 
In any case, it is very probable that the supply has 
not increased in pioportion to the demand, the pro- 
duction of jute, cotton, and other commercial crops 
for meeting the growmg demand m the woild 
markets baling prejudicially affected the cultivation 
of food-grains ^ As for the medium of exchange, it 
IS a factor of great complexity even in a com- 
paratively undeveloped country hke India It 
consists not only of coins and currency notes, but 
of bills, cheques, diafts, etc, the amount of which 
can never be definitely known , while the rapidity of 
exchange of the medium is a thmg which cannot be 
measured. No one can, therefore, be sure as to how 

* This la also the viow taken by Mr K L Dutt BnttheQovom- 
mont of India, in their Besolntion on the Beport, observe that 
“ stnotly spoalang, there has been no substitution of non food for 
food crops in the country as a whole,’* and " that so far as trust- 
worthy statistical ovidouco is available, it would appear that the 
area under food crops has increased in almost exact correspondence 
with the growth of population, a fact which must bo held to 
imply the production on the avoroge of a relatively larger ond 
more efficient food-supply, in view of the large extension of 
irrigation and transport facihties The statistical data relatmg 
to acreage under food-crops do not, however, cover the whole 
ground, as information is admittedly wantmg for large areas , 
ond partly for this reason, and partly owmg to the defective 
character of the information available regardmg the other factors 
mvolvod, no really rohable estimate of the out-turn durmg the 
period under review can bo framed,” 
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far the rise of pnees is due to the currency system, 
hut it is not impiobable that the artificial regulS' 
tion of the supply of silver currency — ^which prevents 
the automatic adjustment of the money supply to 
the demand — ^lias had something to do with t is 
nse The rise may also be regarded, though m a 
small degree, as a part of the world-movement 
towards a iise of prices which has become mamfest 
durmg the last few yeais' The mam causes o 
this world-movement appeal to be a higher 
standard of living thioughout the civilised world, 
greater development of credit, and mcreased output 
of gold In regard to the last factor, Prof Seligmau 

^ The^j^tpti-of *Q axfcide.headed “ Prices ttnd.Curwngj^®, 
the "Ptoneer^Mail (Apnl 28, 1911) suggwled 
of tills rise in pnees was an mflationbf tliecSrjrcS?y>,l'l>® 
assigned for snch inflatapn .fang 'the ab&ncl'bf a Jold Bbmdal 
Mci JtKe ' oomparativ^ high rat^'oT^ihtere^ 
m ^diA wrote'^' '^abing"^i&'’ ^Atkinson^s figures (m 

wliioh^o pnees of 1868-1876 are taken as 100) we find that the 
index number for food pnees, far and away the most important 
item, whioh stood in 1880 at 108, had fallen to 103 in 1887 Id 
1888 It rose to 111, and by 1892 it had nsen to 138, falling 
slightly in 1893, the j ear of the closing of the mints, to 131 
the years 1896 and 1897, years affected by famine, it rose to 133 
and 171 respectively, falling, howei er, m the next two years to 
ISS 1900 was, of course, a year of severe famine and scarcity, 
and the index number rose accordmgly to 152 (in 1900) and 148 
in 1901 It fell in the following years, and in 1904 stood at 118, 
the figure of 1890 From that time it rose steadily to 139 m 
1905, 167 in 1906, 178 in 1907, and 202 m 1908, a year, however, 
affected by scarcity Since then, under the influence of good 
huricsts, prices have cased somewhat, but they are still well 
above the level of 1904 ” These variations, the writer pomted 
out, in the level of prices exhibited a close correspondence with 
the variations in the issues of rupees from the mint 
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says, " Gold is being turned out in such enoimous 
quantities that it is falling in value But a faU 
in value of gold, other things being ejqual, is 
taiitainmmt to a rise in prices ” ^ 

!2Ls“^for the ' question' whcthei the rise is likely 
to be tempoiary or peiniaiicnt, it is safe to 
conclude, as Mi Dutt does, “ that the use of pnces 
is bkely to coiitiiiiie for some time to come At 
any rate, it is haidly bkely to fall.” 

So far as international commerce is concerned, 
India has been a gamer by this rise in prices, foi 
she has obtamed a larger value from other countnes 
for her exports But ■within the country the 
different sections of the community have been 
differently affected by it As all members of 
society are consumers of food-grains, the rise of 
pnces has affected all to some extent In so far 
as the nse has been due to an inciease of demand, 
the cultivators, especially those who hold land at 
fixed rentals, have reaped an advantage, though, 
owing to then want of education, their ignorance of 
market conditions, and then extieme need, a large 
part of their gain has been filched away fiom them 
by middlemen On the whole, it has impioved their 
economic condition and enabled them to increase 
their consumption of goods Tlie trading classes 
have also benefited by it to the extent that the 
advance has stimulated the growth of commerce 
It has been beneficial to landlords only in those 
cases in winch they have been able to demand 
highei rents from their tenants in consequence of 
this nse But the wage-earners in all occupations 
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have undoubtedly suffered a loss, as the rise jn 
wages has not kept pace with the rise in prices 
This loss has been serious in cases in which the 
wages have been more or less customary or where 
the mcomes have been more or less fixed. The 
rise m prices has placed a heavy burden on the 
middle classes of society through the mcreased cost 
of hvmg It IS mterestmg to note that as a con- 
sequence of this rise, the debtor has reaped an 
advantage, while the creditor has suffered a rather 
severe loss 



CHAPTER X 

EXCHANGE — {Continued) 

1 OUBHENCT 

Mokey was in use in India in the veiy earliest 
times of which we have record. At the very dawn 
of history, we find the Indian people already well 
advanced in ci^'lllsation. They were at the time 
actually entering upon what is known as the manu- 
factunng and commercial stage Such a state of 
society implies exchange, and exchange imphes the 
use of money 

The great antiquity of Indian money is proved 
from various sources, the cluef amongst which are 
(a) the most ancient accounts of the population and 
condition of society in India , (J) the Vedic writmgs , 
(c) the code of Manu, {d) the Buddhistic works, 
(e) numismatic and other archaeological remains, 
and (/) comparative philology^ Various kinds of 
coins made of gold, silver ® and copper were in use , 
and many other substances, such as clay, lacquer, and 

* V%dt Del Mar, Rtstory of Money, p 58 
^Histonans toll us that silver was in the earliest period more 
valuable than gold 
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shells (cownes) were also used for exchange. The 
Sovereigns had the prerogative of coming gold or 
silver, though adequate measures were rarely taken 
to prevent coinage by piivate persons 

Durmg the Mahomedan rule, a reform of the 
currency was undertaken, and several interesting 
monetary expoiiments were made The rulers 
began to enforce the prohibition of coinage by 
private peisons Mahomed Ttighlak entertained a 
new scheme of finance, m pursuance of winch he 
at first debased the silver corns, and ultimately 
issued copper pieces, which were to circulate at the 
nominal value of silver coins. But this bold 
scheme, which was in xeality a forerunner of the 
modem system of paper money, failed. The dis- 
covery of America and mcreased commercial 


relations with Europe led to an infiux of silvei 
mto India in exchange for spices and gold, and 
Alcbar the Great attempted to mtroduce a uniform 
standard, but his efforts did not fully succeed 
In the seventeenth century, the East India Com- 
pany also began to issue corns for use m their 
actones During the remaimng years of Moghul 
rii e, corns continued to be stmck at vanous places, 
and they were of different weights 

At the beginnmg of the nineteenth centiuy, 
some parts of India {eg Madias) mamtamed a gold 
n ar and currency , elsewhere, as m Bengal, a 

^ith gold corns in con- 
throughout India the coins, 
nn 157 ^ ° Silver, differed m denominations 

6 as m intnnsio value, even withm the same 
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district In 1806 the Directors of the East India 
Company gave their approbation to the demand for 
a uniform coinage, and the first step that was taken 
was to replace the old miscellaneous coinages by 
four denominations of rupees and fewer kinds of 
gold coins. In their Despatch to the Governments 
of Bengal and Madras, the Directois observed that, 
while fully satisfied of the silver rupee being the 
piincipal measure of value and the money of 
account, they by no means desired to drive gold 
out of circulation Neveitheless, in 1818, the rupee 
was substituted for the gold pagoda m Madias; 
and, in 1835, the rupee, which weighed 180 grains, 
and contained 165 grains of pure silver, was made 
the standard com for the whole of British India 
It was fuither enacted that *' no gold com shall 
henceforward bo a legal tender of payment in any 
of the territories of the Company ” The coming of 
gold mohurs (16-rupee pieces) was authonsed by 
the Act of 1836, and in 184:1 a Proclamation autho- 
rised ofi&cers in charge of pubhc treasuries “ freely 
to receive these corns," A few years later, how- 
ever, the effect of the Proclamation was found 
embarrassing to the Government of India, on account 
of the extensive discoveries of gold m Austialia, 
which resulted in dimmishmg its value m relation 
to silver. Consequently, m 1862, the Proclamation 
of 1841 was withdrawn. In 1864 the Government 
of India proposed that sovereigns and half-sovereigns 
coined at any Eoyal Mmt m England, Australia 
and India, bo made legal tender at the rate of 
one sovereign for 10 rupees, and that Government 
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currency notes should be exchanged either for 
rupees or fox sovereigns at that rate. The Imperial 
Government, though unwilling to make the sove- 
leign legal tender, accepted the second proposal 
India thus continued to bo a silver-standard 
country.^ Silver was received m the Indian mints 
without hnut when tendered for coinage. Conse- 
quently, the value of the rupee in gold depended on 
the gold pneo of the silver bullion The discovery 
of new silver mines and the demonetisation of 
silver by many cmhsed countries caused a heavy 
fall m the value of silver From 1871 the ex- 
change value of the rupee fell almost continuously, 
and in 1878 the Government of India suggested 
the adoption of a gold standard while retaining the 
silyer_ currency, but the proposal was vetoed by the 
Imperial Government on the advice of a Depart- 
mental Committee But the rate fell from 2s m 
1871 to Is 3d m 1892 Although for internal pur- 
poses it did not matter much, yet in the trade 
relations of India with gold-standard countries it 
produced very bad results The violent oscillations 
in the rate of exchange upset trade conditions and 
hindered the development of India by foreign 
capital® Besides, the Government of India suffered 


1 and 3° ^ Indian Currency Committee, 1898, pp 

fi. the Bengal Chamber of Commerce represented to 

^ Impossible for men of business to 
f ™ future value of the rupee, and they 
cnntfnl *+ 1 , *'*'*'* ^ **^**'*° thmgs restnots the mvestment of 
prwe ” country and seriously hampers legitimate enter- 
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great loss in mating remittances to meet its obliga- 
tions m England. The number of rupees required 
for defraymg the sterlmg e3q)enditure m England 
increased with each fall in the exchange-rate of the 
nipee The Government had also to pay compensa- 
tion allowances to British officials to make good 
the loss which the latter suffered This rendered 
necessary a considerable increase of taxation , and the 
Auolent fluctuations m the value of the rupee made 
the preparation of the Budget an exceedingly difficult 
task In -nevr of this embarrassment, the Govern- 
ment tried for a number of yeais to promote a 
system of International Bimetallism But when 
their efforts became" ineffectual they appomted, m 
1892, a Committee, under the presidency of Lord 
HerscheU, to consider the proposals submitted by 
the Government of India for the closmg of the 
mints to the free coinage of silver, and for the 
adoption of a gold standard In accordance with 
the recommendations of this Committee, the Comage 
Act of 1893 provided for the closing of the Indian 
klints to the free comage of both gold and silver, 
the Government retaining the power to com nipees 
on its own account. Notifications were also issued 
arranging for (i) the receipt of gold at the Indian 
klmtB m exchange for rupees at the rate of 16d. 
per rupee, and for (ii) the receipt of sovereigns and 
half-sovereigns m payment of dues to the Govern- 
ment at the rate of Es 15 for a sovereign^ The 

^ The Fowler Committee recommended that “ the closmg of 
the mmts to the £ree comage of silver ehoold be accompamed 
by the annonncement that, though closed to the public, they 
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net results of these measures were (1) that the 
exchange value of the rupee ceased to coin- 
cide with the price of silver, and (2) that silver 
ceased to be the standard of value, though it con- 
tinued to be used as the chief mateiial of currenc}'. 
Gold, however, did not yet become legal tender 
In 1898, another Committee was appointed, under 
the chairmanship of Sir Henry Fowler (afterwards 
Lord Wolverhampton) The Fowler committee 
leported in 1899 Their chief recommendations^ 


will be used by Government for the coinage of rupees in exchange 
for gold at a ratio to bo fixed at, say. Is 4d per rupee , and that 
at the Government treasuries gold will bo received in satisfaction 
of pnbho duos at the same ratio ” (Indian Currency OommUlee's 
Report, 1803, para 166) 

* “ We concur with the Government of India in their decision 
not to revert to the Silver Standard . Over four-fifths of 
the foreign trade of India is with Gold Standard countries, and 
for this reason it is desirable that India should have the same 
measure of value as those countries A further and cer- 

tainly not less important consideration for a country like India 
IS that an established Gold Standard is the simplest and most 
cficctive means of attractmg capital Wo ore in favour 

of making the British sovereign a legal tender and a current com 
m India We also consider that, at the same time, the Indian 
mints should be thrown open to the unrestricted coinage of 
go <m terms and conditions snob as govern the three Austrahan 
branches of the Royal Mmt The result would bo that, under 
1 en oa TOnditions, the sovereign would bo coined and would 

an effective 

aoTOro ^ rJipees would be t^on corns, subsiiSiaiy to"^e 
imonait^n t conditions in Indlardo not warrant the 

atitnte n. 1 ** 1 * 4 . ™ amount for which they should con- 

conclusion, we desire to record 
18 of establishment of a Gold Standard 

18 of paramount importance to the material interests of India 
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\Noro: (1) that the British sovereign should be made 
a legal tender and a current com in India (2) 
that the rupee should also continue to be legal 
tender to an unliinited extent , (3) that the steiling 
rate for the rupee should bo fixed at Is 4d\ (4) 
that the Indian Ikimts should bo thrown open to 
the umostricled coinage of gold , (5) that the Slints 
sliould not bo reopened to the free comage of 
silver, (C) that, though tlio Government should 
continue to give rupees for gold, fresh rupees should 
not be coined until tlie propoition of gold in the 
currency was found to exceed the requirements of’ 
the public, and (7) that any piofit on the coinage 
of rupees should not he credited to the revenue, or 
held as a portion of the ordinary balance of the 
Government of India, but should be kept in gold 
as a special reserve, entirely apart fiom the Papei 
Currency Beservo and the ordmary Treasury 
balances, 

" The Government of India approved of these Gov 
recommendations, and proceeded to give effect to 
them In September, 1899, the sovereign was 
declared legal tender, but the rupee also contmued 

Not only will Ftabibty of o^chnngo with tho great commeioial 
countries of tlio •world tend to promoto her existing trade, but 
also there is every Tcason to anticipate that with tho growth of 
a confidence m a stable exchange, capital will bo encouraged to 
flow freely into India for tho further development of her great 
natural resource’s For tho speedy attainment of tho object, it 
is eminently desuwblo that the Go-vemmont of India should 
husband tho resources at their command, exercise a resolute 
economy, and restrict tho growth of tho gold obhgations ” 

^ Tho Committee were not unanimous in regard to this rate 
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to be legal tender to an unlimited amount In 
1900, the then Finance Member to the Government 
of India announced in the Imperial Legislative 
Council that it had been decided to constitute a 
branch of the Royal Mint for the coinage of gold,^ 
but the scheme was dropped after neanng com- 
pletion in 1902 The existing monetary standard 
IS what has now come to be known as the Gold- 
Exchange Standard, or, in other words, a gold 
standard without a gold currency ® Grold is not used 
by the people for ordinaiy transactions — ^it does not 
circulate to any considerable extent in the form of 
corns ® The bulk of the metallic currency consists of 
corns which circulate at an artificial value far greater 
than their intnnsio value The Government makes 
this currency exchangeable with gold m the inter- 
national money market This system, which was first 
advocated by Mr A, M. Lindsay, has been adopted 


added • “ India has at length emerged from a 
ansition in her cuironoy, has reached a gool to which 
nnil « ° for years — has established a gold standard 

“ oiwlitogo standard should bo distinguished from the 

from tho^afi M. i^luoh exists in Pranoo. The former differs 
Bunnort of ™ Qovommeat of India keeps np in 

required in **** ** olahorate mcohanism, wluoh is not 

whereas in Lidia the ommlation of gold is very small 
gold, but^eo? ^ ^ circulation of 

Here was a praotieal lUnS 

popnlanfcv of » n ®tration of the ourrenoy maxim that tho 

of th. 
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by the Government, not as a consistent whole, but 
piecemeal, as the result of a senes of expenments 
The immediate object of the closure of the min ts 
was to raise the value of the rupee by restnctmg 
the supply. In 1893, the rupee stood at Is 2^d 
The Government set iteelf to the task of rais- 
ing its value In this, however, they were disap- 
pointed. The restriction of supply caused appre- 
hension m the minds of the people, and brought mto 
circulation the hoards of rupees, and the quantity 
which would otherwise have been used for artistic 
and ornamental purposes remained to swell the total 
silver currency Eupees which were outside British 
India also naturally sought the Indian markets 
|The first result of the closure of mmts, theiefore, was 
|that the rupee fell in value ^ The Government j 
*stood out for a while, but m the end was compelled 
to seU rupees for about Is l^d Dunng the next few 
years the pohcy of abstention from coinage was 
resolutely persisted in But the value of the rupee 
continued to fall, and m January, 1895, it reached 
the mmimum of 12jd After that date it rose by 
gradual steps till in 1898 it stood at par Since ' 
that time the value of the rupee has not fluctuated , 
m value to any important extent, except for a ^ 
brief period dunng the crisis of 1907-8, when its 
value fell considerably below specie pomt^ 

^ This immediate result was foreseen by Professor J S Nichol- 
son (vide bis article entitled the ” Indian CJurrenoy Experiment” 
in the Contemporary Remow, 1893) 

* In 1908, the ezobongo fell to Is 3|f d , bnt this marked fall 
was due to the combined oSeot of the Indian famine and the 
American monetary crisis, 
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This currency expenmenfc has been the subject 
of cnticism of various sorts. The admirers of the 
system claim for it great and unquahfied success^ 
Expenence shows, they say, that the system is per- 
fectly stable, as was found when it stood the severe 
test of the onsis of 1907-8, great developments of 
trade and mdustry have proceeded under the system, 
it has settled the finances of the Government and 
has made possible the remission of a considerable 
amoimt of taxation , and, lastly, the wisdom of the 
measure is proved by the fact that many other 
countries have followed the example of India m this 
matter® Its detractors pomt to the inelasticity of 
the system as a great defect In busy seMons an 


* Prof Kejiies wntes in the Economic Journal (Ootohor, 1914) t 
* The Gold-Exchange Standard, based on a reserve in Iiondon, 
has enabled the Indian cunenoy system to meet the crisis bettor 
than that of almost any other country No moratorium has 
been declared, and the exchange value of the rupee has been 
mamtamed throughout between the gold pomts Of no other 
important country can this be said.” ' 


*The Gold-Exchange Standard has been adopted by the 

ihppmes, Mexico, and the Straits Settlements The currency 

systems of Russia, Holland, Japan, and Austna-Hungary also 

am not very diSerent &om the Indian system The Cunenoy 

^mmission (1914) point out that, “m those oountnes, as m 

w, go actually in circulation is of secondary importance, 

an Q internal medium of circulation, whether it be a silver 

com or a ^par note, depends for its value m exchange, not on* 

ownm ^’*1’ on the mamtenance m reserve of gold 

^ convertible mto gold, and m the case of 

ftTft portions of the gold resources 

rT’ otLr monetary 

(Bevoii n **«!i \ Standard Ecserve is held m London ” 

{lleport, para 51), 
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increased currency is required, winch, m a dull 
season, leads to an inflakion of the cunency from a 
want of automatic regulation, and thus laises prices 
They hold that it is advisable for the Govemment 
to have to do as little as possible with the currency 
Further, they contend tliat duiiiig the crisis of 
1907-8 the system was almost on the verge of a 
collapse and that in a graver cnsis it may com- 
pletely brealc down.^ As for the remission of taxa- 
tion. they argue that there has leally been none, 
for the remitted taxation represents the additional 
amount that was taken from the taxpayers by an 
artificial appreciation of the lupce ® “ Theie seems 

apparent," says one iviitei, “m the pohey now 
pursued a disposition to secure tactical advantages 
at the expense of the strategy necessary to ensure 
permanent success."® 

^Tho following question by the Chairman of tho Commission 
and tho answer given by Lord Ihchcapo are mtcrcsting m this 
connection * 

Q 10,185 Yon do not think thoro is a danger that m some 
severe onsis when thoro has been, say, not only famine in India, 
but a severe monetary disturbance in London, j on would find it 
difScnlt to realise your sccantics at anything but a ruinous 
pnee 1 

A, Thmgs then would bo very bad mdecd You would all 
be “ bust " up, if it camo to that 

*Tho amount of taxation remitted between 189S and 1910 
was 6 crores of rupees, and this, oooordmg to the late Mr G K. 
Gokbale, was tho additional amount taken from the people by 
means of tho appreciation of tho rupee (G K Gokhalo’s Budget 
speech, 1910) 

*An article entitled “India’s Monetary Condition” in Economic 
Journal, Deoembor, 1910 

I.B 


M 
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Now, if it be admitted that the system is 
Qot perfect, what are the alternatives to it’ 
Some people, whose number is exceedingly small, 
have advocated a return to the old system, but 
to do so will mean a recurrence of the state of 
affairs which made the adoption of the Gold- 
Exchange standard necessary. Bimetallism^ is 
another alternative, but it can be successful only 
if it IS accepted by at least a majonty of 
the civilised nations, which is very unlilrely to 
happen 

The third alternative is the adoption of the Gold 
Standard in its entirety, and the advocates of this 
system consider it desirable that the Government 
should actively encourage the circulation of the 
sovereign. The chief arguments adduced in favour 
of such action have been thus summarised by the 
Einance and Currency Commission 

(i) That gold IS a more convenient and portable 
medium of circulation than the rupee 

(n) That a gold currency is a necessary step 
towards what may be regarded as the ideal currency, 
VIZ , paper backed by gold in reserve 

(in) That some prestige attaches to the possession 
0 a gold currency, whereas a silver circulation is 
the mark of less progressive peoples. 

(iv) That a large amount of gold in circulation 


^ ^ jJ/bncyo»idJlfon«<aryFro6?cnM,hai 

ticablfl ^‘•notallism is both advantageous and prao 

a ta^d ^ Tvasunattamablo, and, U 

attained, would be dangerous 
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IS a strong, and, in the view of some people, the only 
adequate support for exchange ^ 

(v) That the constant mintage of fresh supplies 
of rupees is objectionable, and would be obviated by 
an mcreasmg circulation of sovereigns 

(vi) That until India has a gold currency in 
active circulation, India will continue to possess an 
artificial and managed currency 

(vii) That India should be encouraged to absorb 
gold m order to protect the world m general from 
a further nse of prices due to the greatly inci eased 
production of gold 

To these arguments the ob]ectors (mcludmg the 
majority of the Commission) reply as follows 

(i) The first argument is valid only in so far 
as large payments are concerned, but even there 
notes are preferable to gold. 

(u) History lends no support to the second 
argument, and it is not impossible to reach the 
ideal system of currency without takmg the mter- 
mediate step of a gold currency 

(m) The third argument is the result of a con- 
fusion m the mmds of some people between a gold 
standard and a gold currency In mternal circu- 
lation, a widespread use of cheques is the most 
progressive system, for the cheaper the money- 
matenal, the greater is the economy m the use of 
the precious metals 

(iv) As for the fourth, the opmion of emment 

^Most of the advanced countries have adopted the gold 
standard, China being now practically the only civilised country 
ivitli a silver currency 
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economists and financiers, as well as the experience 
of the most advanced countnes, is agamst this view, 
as a matter of fact, the only support for exchange 
in a monetary crisis has always been found to he 
m the gold reserve of the banlcs and not m gold 
in the pockets of the people^ 

(v) The fifth argument is met by the reply that 
rupees are generally used foi smaU payments, and 
a larger circulation of sovereigns will not obviate 
the need for the mintage of fresh rupees to any 
appreciable extent, on the other hand, gold coins 
will prove a very formidable rival to the note issue, 
which will be most undesirable 

(vi) in regard to the sixth argument, it may be 
urged that a “managed” system is not necessarily 
a bad system, and that it is not possible for the 
Government of India to manipulate the currency 
for their own purposes, for ^ey can add to the 
active ciiculation of the currency only in response- 
to pubhc demands 

(vii) The last argument is not one of any impor- 
tance, for the extent to which India should use gold 
must be decided solely in accordance with India’s 
own needs and wishes, and it would be manifestly 
unjust to force gold coins into circulation m India 


trnm for C3:portation is almost invanaUy drawn 

the banks, and is never likely to be taken from 

Ml solvent” (J 8. 

MU, PoIiticaZ Economy, bk. m ch. 22) 

for fliif ^ efieetive circulation that which is required 

lit I oannot tap that to any 

Speech at the London Chamber of Gommerk 1891) 
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on the ground that such action would benefit the 
gold-using countries of the world. 

The conclusion at which the Commission ha\e 
arnved on this point is that gold m circulation 
IS “ wasteful,” and ” that it would not be to India’s 
advantage to encourage such circulation”^ This, 
however, does not dispose of the question of the 
adoption of a Gold Standard 

The advocates of a gold cunency demand the 
establishment of a Gold Mint in India In March, 
1912, Sir Y. D Tliaclvcrsey moved a resolution in the 
Imperial logislative Council urging that the Indian 
Mmts be opened to the free coinage of gold and that 
distinctive Indian coins be issued." A vigorous 
agitation has also been earned on by Mr M de P 
YTebb and his supporters to secure the same object’ 

'Sir .Tames Bcgbie hoxrercr, in his Kole of Dissent says 
“The true hno of advance for the oarrcncy pohoy is to dis- 
courage an extension of the token cnircncT by providing facihties 
for tho distnbuhon of gold a hen further increases in the currency 
becomes necessary,” and he advocates tho issue of a smtablo 
gold com from an Indian mint {Beport, p 90) 

* Tho ITnonce Member, Sir Guy Fleetwood Wilson, in his reply, 
expressed his sympathy with tho proposal, but dechned to com- 
mit tho Government of India to any particular hno of pohey. 

*Mr. M. do P Webb says* “Without an Open Mint, the 
manufacture of money depends upon the judgment or idiosyn- 
crasy of some mdindual or mdividnals holdmg ofSce under 
Government And with the result that, instead of bemg auto- 
matic, m responso to tho general demands of the pubhe, tho 
manufacture, or delay in manufactnrmg, or non-manufacture of 
money is hablo to be inspired by the private or class requirements 
of a few influential merchants or big money dealers Thus 
(1) the foreign exch'>ngcs, (2) tho current rates of interest, and 
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The Chamberlain CommiBSion, after fully discussing 
the question, remark “ We cannot recommend on its 
merits the estabhshment of a gold mmt m India. 
But if Indian sentiment genuinely demands it, and 
the Government of India are prepared to mcur the 
expense, there is, m our opinion, no objection m 
pnnciple either from the Indian or the Imperial 
standpomt, provided always that the com to be 
mmted is the sovereign (or the half-sovereign) ; 
and it IS pre-eminently a question in which Indian 
sentiment should prevail If, however, the final 
decision be against the opening of a gold mint, we 
recommend that the notification of the Government’s 
readmess to receive refined gold at the Bombay 
mint should be renewed on smtable terms ” If a 
Gold Mmt be established, it will satisfy the 
advocates of a gold standard for India, for there 
IS no demand at present to go any further With 
a Gold Mint the currency system of India will be 
at once assimilated to those of the other civilised 
countnes, and the future development of the system 
may be left to future circumstances as they arise 


(3) the general level of pnees may aU be influenced by with- 
nm ^ when It IS badly -wanted, or issmng it in excessive 

^ tliore 18 no real -widespread demand for it The 
abuses inseparable from State management 
ITintis widely recognised, that closed. State-managed 

abandoned long ago India, 
in ^ prommont rchcs of bygone 

vSt mteranf 

■with Persia anS should any longer keep company 
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To keep tip tbe Gold-Exchange Standard and to 
prevent great fluctuations in the value of the lupee, 
two things are essential: firstly, that impozters of 
gold should obtain rupees for then gold, and 
secondly, that when gold is required for the purpose 
of remittance, the exporters should get it in exchange 
for silver To ensure this, the Government sells and 
buys lupees in India and in London at the rate of 
Is 4d. the rupee plus or unnus, as the case may be, 
the approximate cost of tiansport And for these 
transactions, a Reserve is kept partly m London and 
partly in India. 

In accordance with a recommendation made by 
the Fowler Committee it was decided that, with 
effect from the 1st of April, 1900, the net profit 
from the comage of rupees should not be treated as 
revenue, but should be held as a special reserve' 
Up to 1906, practically the whole amount was 
remitted to England and appropnated to the 
purchase of Bntoh .Government Securities, the 
interest realised being added to the fund and 
invested, but m that year it was decided that a 
portion of the Reserve should m future be held in 
silver in India In 1907-08 and 1908-09, m con- 
sequence of a further decision, half the profits on 
coinage were to be applied to capital expenditure 
on railways, and about £1,100,000 was actually 
diverted for the purpose , but this decision was soon 
reversed! 

i There is a tendency in some quarters to regard the Gold t ^ 
Standard Beservo as an asset against the Pubho Debt of India 
But vievr seems to bo unsound and erroneous. 
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On the 31st March, 1913, the Eeserve stood as 
follows 


Crores (sbout). 

Secunties (at market value) £15,945,669 =24 
Money lent at short notice 1,006,664 = 1^ 
Gold deposited at the Bank 

of England - - 1,620,000 =2J 

Silver m Indian Branch 4,000,000 =6 
Total £22,671,3331 = 34 


The location and the composition of the Gold 
Standard Eeserve have given nse to much criticism 
It has been suggested that the whole of the Eeserve 
should be held m India and not m London, m order 
to prevent India’s financial mterests from being 
endangered m the event of a monetary crisis m 
England The usual reply to this suggestion has 
been that the necessity for the use of the Eeserve 
will arise in London, and it would involve the 
expenses of frequent transfers to hold it in India 
Anothei objection is to a large portion of the 
Eeserve being held in Secunties which aie not 
realisable m tunes of need without much loss , but, 
on the other hand, it may be said that the interest 
accrmng from the mvestment is likely to more 
than counterbalance the loss due to a depreciation 
in the value of the stocks m a crisis. The thud 
0 jeetion is to the lendmg of considerable sums out 


between the 31st March, 1913, and the 31st 
roK MW ’’■SS^^gate of the Gold Standard Eeserve in- 
Tiinoo ° ii’ ^ entire profits of the coinage of 

nT^ ^ ** accumulate, we should have a Reserve of 

about £40 nulbons m ten years* time 
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of the Reserve to bonowers in London If any 
poition of the Reserve (it is urged) can he safely lent 
out to borrowers for short periods, it should be done 
in India where there is much dearth of capital To 
this reasonable cry of “ India’s money for India,” no 
exception can be taken Lastly, it is contended 
that no good reason exists for holding a portion in 
silver, the Reserve being required for the purpose 
of ensuring the stability of the steihng value of 
rupees. 

The Chamberlain Commission suggested that the 
gold portion of the Reseive should be immediately 
mcreased to £10,000,000 and that the greater part 
of the Securities should be such as aie for early 
redemption By the 3Ist October, 1914, consider- 
able changes occurred in the composition of the 
Reserve. The amount of the gold held m London 
at that date was £2,300,000 and that in India was 
£6,233,000; and the total of Paper Securities was 
£13,371,000 

As for the amount of the Reserve which will be 
an absolute guarantee agamst any possible crisis, it 
IS not possible to suggest a definite figure As the 
Commission pomt out, "the Reserve is required 
not meiely to meet the ‘home chaiges’ of the 
Government of India at a time when an adverse 
rate _pf^xchange prevents the free sale of Council 
drafts, but also to liquidate an unfavourable iSlahce 
oTtiade to the extent necessary to prevent exchange 
from falling below specie point On the other hand, 
the Reserve is not required to provide for the con- 
version into sovereigns of the rupees m circulation 
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in India Gold is woild’s money, and India, 

like other great countries, needs gold less for 
internal circulation than for the settlement of 
external obligations when the balance of trade is 
msufficient to meet them That hemg so, the 
a^egate amount of lupees m circulation has only 
an mdirect beanng on the question of the Gold 
Standard Eeserve It is true that the Eeserve is 
hmlt up out of the profits on the coinage of rupees, 
hut its object is not to secure the convertihihty on 
demand of the whole of the rupees in circulation 
hut only to provide a reserve sufficient to convert 
into sterhng such amount of rupees as may at any 
moment seek export, m other words, such amount 
as the owners require to exchange for sterlmg in 
order to settle debts due in sterling This hemg 
the purpose of the Reserve, its amount depends not 
so much upon the amount of rupees at any time m 
circulation as upon the growth of India's trade and 
the extent of the deficiency which adverse seasons 
or circumstances may at any time he reasonably 
expected to produce m the country’s power to 
hqmdate immediately its foreign obligations As 
this IS incapable of being defined, all that can now 
be safely said m this regard is that it would he 
advisable for the Government to go on accumulatmg 
the Reserve for several years to coma 
of In 1896, a reform of the comage was undertaken 
The “ 1835 "-rupees ceased to be re-issued, and m 
1901-2 similar orders were given with respect to 
" 1840 ” rupees In 1906, bronze corns were issued 
^ "Ripoii of iht ChamJaerlaxn Commission, pp 20, 21 
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as tokens for small transactions, and they are now 
gradually superseding the old copper coins In 1909, 
one-anna nickel pieces began to be coined , and it is 
now in contemplation to issue half-anna nickel corns. 

Under the Acts of 1839, 1840, and 1843, the 
Presidency Banks of Bengal, Bombay, and Madras 
were authonsed to coin Notes payable on demand. 
But the circulation of the Notes was practically 
limited to the Presidency toivns An Act of 1861 
repealed the previous Acts and provided for the 
issue of a Paper Currency through a Government 
Department by means of Notes of the Government 
of India Smce then, there have been no Bank 
Notes, the Government havmg retamed a monopoly 
of Note Issue. 

Under the Paper Currency Act, 1906, Paper : 
Currency Notes of the following denommations, ^ 
VIZ, Es 6, Es 10, Es 60, Es 100, Es. 600, Es 1000, 
Es 10,000, are issued to the public They are 
issued without limit in every Paper Currency office 
agamst rupees or gold There are eight circles of ( 
issue havmg their headquarters at Calcutta, Cawn- ' 
pore, Lahore, Bombay, Karachi, Madras, Calicut, and 
Eangoon respectively, and until 1910, the Notes 
were legal tender only within the particular circle 
from which they had been issued The Govern- 
ment were not legally bound to cash any Notes 
outside their circle of issue, but as a matter of 
fact, they were cashed m any Government Treasury 
(if they were not for very large sums), and also by 
the Presidency banks The reason for this restric- 
tion was that if Notes were cashable m all circles 
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the cost of cairying rupees from one part of the 
country to another would fall on the Government, 
and a consideiahle icserve would have to bo kept 
at each centre to meet the demands for cash 

In 1909, the fivo-inpee Note, winch had previously 
been made legal tender throughout India, was 
declaied to be legal tender m Burma. The growing 
popularitj’ of the univei-sal five-rupee Note led the 
Govonimeut to further universalisc the Paper Cur- 
renej, and in 1910 the ten- and fifty-nipee Notes 
were made univeraal Tho bundred-rnpeo Note was 
also declared umvei-sal in 1911 * 

The law requires that a Paper Currency Ilesen'e 
shall he held against the Notes equal to then: 
full value Secunties of the Government of India 
and tho Bntish Government may bo held as part 
of the reserve up to a limit of 14 crores of 
lupees, of which tho British Government securities 
may not exceed 4 ciores , the remainder must be 
held in gold and sihei com or bullion On the . 
31st of March, 1913, the value of Notes in gross 
circulation was lls 68 97 eiores, and that m not circu- 
lation, 66 29 crores The composition of tho Paper 
Currency Eeserve on the same date was as follows: 


Gold m London - - . . 

Gold in India - - . . 

Silver m India - . . . 

Seonntiea of Government of India - 

Secunties of British Government - 

Total- - - 


9 16 mores. 

29 37 „ 

16 46 „ 

10 00 „ 

4 00 „ 

68 97 „ 


Tho Chamberlain Conumssion have rccommondod tho im- 
mediate umvcrsahaation of the 600 rupee note [Beport, p 20) 
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The Indian system of Note issue was modelled 
on that of the Bank of England as regulated by 
the Bank Charter Act of 184:4, and the restrictions 
were proAuded with the object of preventmg the 
abuses attendant on the issue of notes unthout the 
backing of a metallic Reserve But the expansion 

in tlie trade and "commerce of India has made the 
need for a more elastic currency incieasmgly felt, 
and the Chambeilain Commission have proposed 
that “ the maximum of the fiducmry portion should 
be fixed at the amount of the notes held by the 
Government m the Reserve Treasunes phis one- 
third of the net eii dilation for the time being.” 
They have also suggested that temporary invest- 
ments may be made, or short-period loans granted 
out of the Reserve “ so long as the cash portion of 
the Reserve does not fall below two-thirds of the 
net circulation,” The location of a portion of the i 
Reserve in London has formed the subject of adveise 
criticism As the object of the Reserve is the 
redemption of Notes in India, there seems to be no 
valid reason why the whole of it should not be 
held in India The view that the Paper Currency 
Reserve should be held as a second hne of defence for 
the support of exchange seems hardly to be sound 

The amalgamation of the Gold Standard Reserve A 
and the Paper Currency Reserve has fiequently ” 
been suggested But as the objects of the two 
Reserves are different, it would ceitainly be wise 
to keep them separate 

It may not be out of place to briefly describe c 
here the mode by which remittance is made from 
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India to England The Secretary of State for India 
requires money m London for meetmg the expenses 
of his office and vanous other chaises , and many 
merchants m England want to send money to India 
for the purchase of Indian produce for export 
The whole transaction is easily made by means of 
Council Bills, which supersede the necessity of 
transfernng and re-transfemng bulhon, and thus 
save the loss in the shape of payments for freight 
and insurance which would be mcurred if the 
remittances were made by shipments of gold Every 
Wednesday the Secretary of State offers for sale 
through the Bank of England bills on the Indian 
Government authonties at Calcutta, Madras, and 
Bombay, and imutes tenders from those who wish 
to remit money to India The notice states the 
bunt which the aggregate amounts will not exceed 
The Secretary of State does not bind himself to 
allot the whole amount mentioned in the notice, 
and as a matter of practice does not accept any 
apphcations at prices lower than Is Sfld. If there 
IS a brisk demand, the prices realised are compara- 
tively high , if the demand is dull, the bills are sold 
at comparatively low rates The nrtft-n nn nm price 
IS fixed by the " specie pomt,” that is to say, the 
point up to which it is cheaper to buy Council 
Bills than to ship gold. The bills are sent by 
e buyers to India, where they are cashed by the 
0 n lan Government Those merchants who want 
to avoid the delay of sixteen to eighteen days 
w 1C the bills take to leach India can purchase 
elegraph Transfers, for which they have to pay 
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slightly higher rates ^ “ Intermediate ” or “ special ” 

Bills and Transfers can be obtained on other days 
of the week at a price not less than -j^d higher 
than the lowest puce chaiged on the preceding 
Wednesday 

The practice of drawing funds from India to 
meet the Home Charges by means of bills of 
exchange on India was mlierited by the India 
Office from the East India Company, and it was 
the large surplus of India’s net exports over her 
net imports winch made the system both possible 
and profitable With the closing of the mints to 
silver in 1893, the system has assumed new impor- 
tance, and has become "the central feature of the 
machinery by which the Indian finance and currency 
system is at present managed ” It was by a tem- 
porary cessation of the sale of Council drafts that 
the authorities first tned to force the exchange 
value of the rupee to Is. 4d Smce then, the work 
of the system has been extended in more than one 
direction, and it has been utilised in effecting 
frequent changes in the location and disposition 
of the resources of the Indian Government ~ How 
far the extended scope of the system has been 
beneficial or otherwise to the interests of India, 
will be discussed in a later chapter It will suffice 
to mention here that during the year 1913-14, the 

^Tho price charged for Tolograpluo Transfers is ordinarily 
higher than that charged for Bills, but when the Calcutta 
or Bombay Bank Bate exceeds 8 p o , the Soerctary of Stale 
charges '^d more than the price of Bills 

• Vide Report of the Ohamberlam Oommiasion, p 42 
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Secretary of State sold bills for over 45 crores, 
though he required only about 31 orores for his 

expenses. 


2 CEEDTT 

Credit is an indispensable factor in business 
In the towns, there are Indian bankers or shroffs 
who generally do banking business on a small scale 
They finance nearly the whole of the mternal trade 
of India, but they rarely, if ever, discount European 
paper and never purchase foreign or sterling- bills 
They do, sometimes, lend money on Government 
paper or similar securities, but the bulk of their 
busmess consists in the discounting of traders 
hoondees and in advances to cultivators In the 
villages, as we have seen, the mahajan lends money 
to the agncultunsts and other people of the neigh- 
bourhood The petty mahajan, knows the affairs of 
his constituents mtunately, and the possession of 
this local knowledge gives him a great advantage 
over a big banking concern. Loans are taken by 
means of hand-notes Qchuts) or pawns of jewellery, 
or, as is sometimes the case, by mortgages of pro- 
perty. The aggregate of the transactions of the 
mahajan and sh/roffs amounts to an enormous sum 
The larger banking mstitutions are constituted 
on a European modeL The most important of these 
are the Presidency Banks The Presidency Bank 
of Bengal was established m 1806, that of Bombay 
in 1840, and the Bank of Madras m 1843 They 
were origmally semi-Govemment institutions They 
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cniojed tho privilege of issuing bank-notes, vrlnch 
prinlego \\a5 wthdraivn bj the Act of 18C1. At 
pre»:(5nt, tho Government have no dueefc connection 
with the Presidency Banks. 

Tho constitution and the management of the 
Presidency Banks are rt^ulatcd by a number of Acts, 
the most important of which aie the Acts of 1867, 
1676, and 1907 These Acts presenbe the kind of 
business whicli they can undertake Tho restiictions 
which the Acts impose on the Presidency Banks have, 
besides considerabl}* curtailing tbeir loan business, 
the effect of preventing them from dealing in foreign 
exchanges (such as the buying of Council Bills), or 
otherwise employing thoir capital out of India ^ 

In accordance with the provisions of agreements 
into which the Government of India have enteied 
with tho Presidency Banks, they act as bankeis for 
the Government, paying and receiving money on its 

' Tho prmcipRl restrictions linvo been thus summsnsecl by ’ 
Prof J M Keynes * " (i) Tho Binks mny not draw, discount, 
buy, or sell bilb of exchange or other negotiable securities vnlass 
thty are patjable in India or in Ceylon , this restriction has cut 
off tho Presidency Banks completely from deahng m sterling 
drafts or any kind of foreign exchange ; (u) thej may not boirow, 
or receive deposits payable, outside India, or maintain a foreign 
branch or agenej for this or sinulnr purposes, and they are thus 
prevented from raising funds in London for u'o in India , (lu) 
they may not lend for a longer period than six months } (iv) or 
upon mortgage or m any other manner upon the security of 
immovable property , (v) or upon promissory notes bearing less 
than two independent names, (vi) or npon personal secuuty, 
(vii) or upon goods, unless tho goods, or the title to them, arc 
deposited with tho Bank aa security” (Indian Finance and 
Currency, pp 201, 202) 

IE 
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behalf and managing the public debt , they receive 
m return a fixed annual payment and a commission 
on the amount of the public debt which they manage 
The Government also undertake to keep a minimum 
balance at each Bank, or, failing this, to pay mtereat 
on the deficiency.^ 

On the Slst of December, 1913, the extent of 
business of the Presidency Banks was as follows ® 

B olBongnl. B olMadraa, B ofBomtay 

Paid-up capital - Al, 333,333 £500,000 £666,667 

Eeserve - - 1,273,333 486,667 706,667 

Pubhc deposits - 2,009,830 677,104 1,337,448 

Other deposits - 12,166,356 6,373,107 6,771,129 


These banlcs have thus between them the use of 
nearly 6 crores of public money, but the hulk of 
their fimds consists of private deposits, the aggre- 
gate of which amounts to 36 6 crores The total of 
these reserves is about one-twelfth of their total 
deposits The private deposits have increased from 
6 4 crores m 1870 to 36 5 in 1913 


The Presidency Banks have their branches m 
different parts of the country These are under the 
direct control of the central offices, and their funds 
are included m those of the head offices. 


Next in importance to the Presidency Banlcs are 
the Exchange Banks, which are concerned mamly 
with the larger operations of commerce, and one of 


^ Until 1876, the year m which the Government Reserve Trea 
snriee were established, the whole of the Government balances 
wore e witb the Presidency Banks Smee that year only a 
portion has been held with them 

» Vide ^at£si, col Tables relating to Banks in India mdMoral and 
a ertal Progress of India, 1914. For details see Appendix J 
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the most impoxtanb of their functions is to finance 
the export trade. They buy and sell bills of 
exchange in the Indian as well as in the foreign 
markets Some of them have offices in difierent 
parts of the world The shareholdei-s of these banks 
are mostly Europeans, but Indians deposit their 
moneys with them, on which they get interest at low 
rates The most important of such banks are the 
Chartered Bank, the National Bank of India, the 
Mercantile Bank, the Delhi and London Bank, and 
the Eastern Bank Some of the other larger Asiatic 
banking institutions also, such as the Hong-Kong 
and Shanghai Corporation, the Yokohama Specie 
Bank, the Eussian-Chinese Bank, the International 
Bankmg Corporation, and the Deutsche-Asiatische 
Bank, do some amount of Indian busmess 

The Indian Joint-Stock Banks do their busmess int 

Stc 

with relatively small amounts of capital Some of 
them are under European supervision, but most of 
them are managed by Indians themselves There 
was a considerable mcrease m their numbei between 
1906 and 1913, and the total amount of their 
business also expanded a great deal At present 
their busmess is mamly confined to the financing 
of the mtemal trade of the country , but it is to be 
hoped that they wiU extend their operations to 
foreign exchange, and thus take advantage of foreign 
capital. The number of bankmg concerns registered 
under the Indian Compames Act on the 3 1st March, 
1913, was 513 But the number of those which can 
be called Banks m the propel sense of the term 
was exceedmgly small, and more of them are 
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wanted , an augmentation of the capital of esdstmg 
Banks is also essential. 

Unhappily, the recent bank failures have served 
as a severe check to the growth of Indian banlong 
The crash came with the failure of the People’s 
Bank in the Punjab, with its 72 branches m the 
different parts of the country and its crore and a 
quarter of deposits Next failed the Credit Bank 
of India, and the Indian Specie Bank too — ^the only 
purely Indian Bank which had a branch m London — 
was unable to weather the storm These were 
followed by 13 other failures. Various causes 
contributed to bring about the crisis The manage- 
ment of some of the banks was in the hands of 
men who had very little experience of this kind 
of busmess, and they often embarked on speculative 
ventures of a dangerous character In some cases, 
the banks had high-soundmg titles, but their paid- 
up capital was very small, they lent money on 
insufficient security , and the proportion of their 
cash reserves to their liabilities was exceedingly 
small A further cause was the lack of support 
from well-established banks at a tune of stress 
The failures brought misery to large numbers of 
poor men and women , and future bankers will do 
we to learn from the experience of the past and 
avoid mistakes such as those which led to the 
recent crisis. But it will be a misfortime if these 
a ures have the effect of permanently hindering 
t e growth of Indian banking “ Credit,” as the 
American jurist-statesman, Daniel Webster, puts it, 
has done more, a thousand times, to enrich nations 
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than all the mines of all the world ” , and, m the 
words of the emment economist, Mr. McLeod, " it is 
by the cautious and gradual extension of Bankmg 
and the development of Banking habits among the 
people that the future progress of India in wealth 
and prospenty is to be promoted ” ^ 

The Deposits of the three Presidency Banks m- ] 
creased from 25 15 crores of rupees in 1904 to ] 
42 37 crores m 1913, and their Cash Balances 
increased from 10 22 ciores to 15 38 crores Durmg 
the same period the Deposits m India of the 
Exchange Banks increased from 16 32 crores to 
31 03 crores, and their Cash Balances from 4 94 
to 5 88 crores The Indian Jomt-Stock Banks (with 
capitals of above 5 lakhs) increased their Deposits 
from 11 51 to 22 59 ciores, and then Cash Balances 
from 1 44 to 4 crores It will thus be seen that 
while the Deposits of the Exchange Banks have 
increased enormously of late years, their Cash Bal- 
ances have not grown m the same proportion 
This fact not unnaturally raises doubts about the 
soundness of the financial policy pursued by some 
of these banks ^ 

^ H D McLeod, Indian Currency, p 53 

s Mr J M. Keynes nghtly remarks m this connection “ Two 
facts emerge from this table with great plainness — ^the rapid rate 
at which m recent years Exchange Banks have been able to 
mcrease the funds raised by deposit in India herself, and the slow 
rate at which they have thought fit to mcrease their Indian 
balances” And again, "m such a country as India, whore 
bankmg is ill-estabhshed and hoardmg more than a memory, the 
proportion held m reserve seems somewhat lower than perhaps 
it ought to be ” (Indian Currency and Finance, p 216) 
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The Government itself is also a gieat banker 
Not only does it liold its balances and control the 
currencies and exchange, but it holds m deposit 
moneys from the people in its Post Offices and pays 
interest on them The total amount of deposits m 
the Post Office Sanngs Bank -was on 31st March, 
1911, nearly 19 cioies of rupees No special bal- 
ances are held by the Government against these 
deposits, they being regarded as pait of the 
Unfunded Debt The Government also advances 
loans to cultivators for agncultural improvements 
and the purchase of land, cattle, etc This is done 
on a large scale m times of famme and scarcity. 
The Co-operative Credit Societies, started under the 
auspices of the Government, are institutions similar 
in object and scope to the Agricultuial Panics of 
Europe 

A banker utihses his capital and a consideiable 
proportion of his deposits in malang advances 
Such advances are generally made either by means 
of an ovei draft or a definite loan against security, 
personal or otherwise, or on a cash ciedit bond 
providing for a fluctuatmg balance within a certam 
defimte amount Besides, they mvest in the dis- 
countmg of commercial bills and in loans to stock- 
brokers and others against Negotiable Securities 

oans made on moitgage or agamst securities form 
the chief busmess of the Indian Joint-Stock Banks 
^struments of credit in India are governed 
by the Negotiable Instruments Act A Negotiable 
Instiument means a promissory note, bill of 
exc ange, or cheque A promissory note is a 
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wntlen unconditional piomise made by ono person 
to pa) another a certain sum of money A bill of 
oxcimngc is defined as an instrument in writing 
oonlaimng an unconditional order signed by tbe 
innlcer directing a certain person to pay a certain 
sum of money to, or to the ordei of, a certain 
person or to the bearer of the instiument A 
cheque is a bill of exchange drawn on a banker and 
payable on demand Negotiable Instruments maj 
be either inland or foreign. TIioso drawn or made 
in Biitisli India and made payable in, or diawn 
upon, any person losident therein, are called inland 
inslruinents , those not falling within this definition 
are foreign instruments Besides these, some other 
lustniinonts, passing from hand to hand by delivery, 
lia\e by the system of trade acquired a qiiasi- 
negotiablo character 

"We have nheady seen that the maximum rate of 
interest m each year is \ery high m India — some- 
times rising to 11 or 12 per cent This high rate, 
however, preiails only for a short period, namely, 
the winter months, wlien the exporters need money 
for purciiasing agricultural products It has often 
been suggested that the State can and should help 
in reduemg the rate of discount on such occasions 
It usually happens that, at the time of the gieatest 
stnngency of the money market, the coffers of the 
Government aie full If they could lend consider- 
able sums out of the stocks of rupees in the Paper 
Currency Beservo and the Cash Balances, an appre- 
ciable relief would be given to the money market 

n 1 



CHAPTER XI 

CONSUMPTION 

/consumption is the aim and object of production- 
We cannot think of the production of wealth 
without having in mind the end for which it is 
produced. The connection between production and 
consumption is thus seen to be very intimat^ This 
intimate relation is also perceived in another way 
Production is made possible only by consumption, 
on which, therefore, the quality and quantity of pro- 
duction must necessarily depend to a large extent 
Consumption of commodities is determined by 
the standaid of hfe which a particular person fixes 
foi himself at any given peiiod of time, or rather 
which IS fixed for him by his circumstances Tins 
standard of hfe not only differs among individuals, 
but from class to class, and according to differences 
of occupation In countries hke England and the 
United States, these differences are v'ery great, but 
so far as the elementary facts are concerned, the 
standard is very much the same for all classes. In 
India, on the other hand, considerable differences 
are found m regard to even the most elementary 
facts of life 
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The standard of life, again, dififeis not only in 
degree, but in kind. The consumption of some 
commodities, for instance, may give physical comfort, 
but may be detrimental to moral well-bemg It 
would be a narrow view of Economics to confine the 
standard within the limits of physical needs. From 
our standpomt, it would be more desirable to take 
the term to include higher ends We will follow 
Mr Marshall, who says “Let us take the term the 
Standard of Life to mean the Standard of Activities 
and Wants. Thus an increase m the Standard of 
Life implies an increase of mtelligence, energy and 
self-respect , leading to more caie and judgment in 
expendituie, and an avoidance of food and drmk 
that gratify the appetite, but effect no strength, and 
of ways of living that are unwholesome physically 
and morally” 

Accordmg to this view, then, the most expensive 
standard is not necessarily the highest, and India 
will not be any the better or happier for gettmg 
a larger amount of what many people wrongly 
term ‘refinement’ To judge whether a standard 
IS high or low, we have to enquire whether oi 
not it conduces to the welfare, moral and material, 
of the persons who have adopted it The best con- 
sumption of wealth is that which results in the 
greatest benefits to individuals and to society It 
IS often said that the customs, the social institutions, 
and the rehgious and moral ideas of the people of 
India fa\our a standard of livmg which is com- 
paratively low This IS true m a sense, but it is 
not in itself a thmg to be regretted We must. 
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however, distinguish between the standard of life 
which IS the aim of the rehgious teachings and 
moral precepts, and that which results fiom 
econoimc circumstances beyond the control of these 
teachmgs and precepts 

In recent years, many artificial wants have made 
themselves felt m India It is often held that an . 
increase of wants leads to an increase of activity. 
This, however, is tiue only of the first stages of 
civihsation After a certain point, a multiplication 
of aitificial wants is not conducive to the leadmg 
of a good hfe Economics is based, it is true, on 
the satisfaction of wants, but that does not imply 
that man should go on creatmg wants so that he 
may have the pleasure of satisfymg them. Certain 
wants present themselves to man, and they must 
be satisfied, but ever-mcreasmg wants and ever- 
mcreasing effort to satisfy such wants do not 
conduce to the well-bemg of society. The real 
test of civilisation is not the growth of wants, but 
the growth of healthy activities 

Economists divide articles of consumption into 
necessaries and luxuries Necessaries, again, are 
subdmded into necessaiies for existence and those 
for efficiency. There are, besides, certain articles 
which have come to be regarded as conventional 
necessaries Although there are no means by which 
each of these classes can he rigidly maiked off from the 
others, yet this classification is useful and convenient 
It must be remembered, however, that articles which 
are necessaiies to some may be luxuries to otheis 
eliable statistics of Indian consumption are not 
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available. The average consumption per head of 
the taxable commoditaes may be ascei tamed by 
dividing the total of such commodities by the 
number of the population But as tliese com- 
modities are not the most important, they do not 
throw much hght on the economic condition of 
the people Besides, a computation of the per 
capita consumption, however useful for comparison 
with other countnes, would not give us any know- 
ledge of the condition of the different sections of 
society It is very much to be desired that a 
thorough study of consumption in typical towns and 
villages will be undertaken by some enthusiastic 
peisons on the lines of work of Charles Booth, 
Seebohm Eowntree, and others 

In order that we may make progress towards a 
higher life, the physical needs — the primary wants, 
as they are called — must be satisfied first The 
primary wants are those of food, clothmg, and 
shelter We have already seen that the average 
income in India is very small , consequently, a large 
majority of the people aae hardly supphed with the 
barest necessanes As Sir William Hunter observed^ 
many years back, more than one-sixth of the people- 
go through life on insufficient food Sir Guy Fleet- 
wood Wilson, lately Fmance Member of the Govern- 
ment of India, said "A laige proportion of the 
people are poor, an appreciable proportion very* 
poor” As a mattei of fact, a considerable pro- 
portion of the people are below what is known as 
the ** primary poverty ” line, and large numbers of 
persons baldly get one full meal a day It is 
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to fall back ux>on in dillicult times, tliay suffer xmtold 
misery wlienever there- is a slight disturbmg cause, 
such as a drought or a failure of the crops The 
children of weak and unhealtliy parents become 
weaklings, and, being themselves lU-fed and ill- 
bred, swell the numbers of the worthless membeis 
of society Thus the physical detenoration of 
tlie people goes on incieasmg from generation to 
generation, and with the progress of physical de- 
generation, their moral stamina also tends to grow 
less and less strong Consequently, the efficiency 
of labour as a factor in production has a pro- 
gressi\ely rapid tendency to dimmish 

The stinting of nccessaiies is always economically 
wasteful, and there can be httle doubt that 
production in India can be greatly mci eased by 
increasing the consumption of the people When, 
however, we advocate an increase m consumption, 
we mean increased consumption of those goods which 
conduce to the health and ngoiu of the people 
In food, nutntion should he the main purpose, and 
the desire to prefer pleasant to wholesome food 
should be discouraged Indulgence in dnnk and 
narcotics means not only the waste of money spent 
on them, but an injury to body and mind. In 
matters of dress, furniture and dwellings, health, 
happiness, and morality — not luxury — should he the 
objects of attamment Economically speakmg, 
luxuiy is unproductive, and the demand for 
luxuries misdirects cajiital and labour, and leads 
to waste In the words of a well-known economist, 
the consumption of luxuries, far from augmentmg 




CONSTOIPTION 


205 


to fall back upon in difticult times, they suffer untold 
miBcry whcnc\er there, is n sbght distuibmg cause, 
such ns a drought or a failure of the crops The 
children of weak and unhealthy parents become 
w'c.iklings, and, being tliemselvcs lU-fed and ill- 
bred, swell the numbers of the woithless membeis 
of society. Thus the physical detonoiation of 
the people goes on increasing from generation to 
generation, and with the progiess of physical de- 
generation, their moial stamina also tends to glow 
less and less strong Consequently, the efficiency 
of labour as a factor m production has a pro- 
gressively rapid tendency to dimmish 

The stinting of nccessaiics is always economically 
wasteful , and there can be little doubt that 
production in India cun be greatly mcreased by 
increasing the consumption of the people When, 
however, "we advocate an increase in consumption, 
we mean increased consumption of those goods which 
conduce to the health and vigour of the people 
In food, nutrition should be the main purpose, and 
the desire to prefer pleasant to wholesome food , 
should bo discouraged Indulgence in drink and 
narcotics means not only the waste of money spent 
on them, but an injuiy to body and nund In 
matters of diess, furniture and dwellmgs, health, 
happiness, and morality — not luxury — should be the 
objects of attamment Economically speaking, 
luxury IS unproductive, and the demand for 
luxunes misdirects cajiital and labour, and leads 
to waste In the words of a well-known economist, 
the consumption of luxunes, far from augmentmg 




CHAPTER XII 
PUBLIC FINANCE 
1 EEVENtnE 

The levenue of the Government of India is derived 
from various sources Seveial methods may he 
adopted in classifying these sources The most 
natural method would be to divide the State income 
into four parts. |^^he mcome derived from the 
possession of State property, eg, forests, ^ the 
profits of commercial undertakmgs, eg, the' post 
office, (iii)^cidental gams from admmistrative de- 
partments, eg, the law-courts, and (iv) taxation 
Anothei and simpler method would be^^'put the 
first of these three items m one class, and to 
divide the revenue mto two parts, non-tax-revenue ' 
and tax-revenue No classification can be wholly \ 
logical; and it does not matter which one we 
adopt, provided it does not lead to a confusion of 
ideas. 

Unlike the tax-systems Of some other countries, ] 
the only object of the Indian system is the produc- \ 
tion of revenue No attempt is here made to 
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remove or modify through its system of pubhc 
finance any mequalities that may exist m ,the 
distribution of wealth among the different classes 
of society 

The Government of India, m frammg their 
budget, do not professedly accept any of the current 
theones of the apportionment of taxation though 
it may be said that m fact they foUow m general 
the ‘ qualified proportional prmciple,’ and the 'pro- 
gressive’ prmciple^ only m special cases, as we 
shall see presently. 

^ A ‘ tax ’ IS defined by Professor Bastable as " a compulsory 
contribution of the ircalth of a person or body of persons for the 
sdffioo of the public powers ” Compare tins definition of a tax 
m^th thafigiven by Kalidasa, the great Sanskrit poet, who says, 

I “The State takes taxes from the people only to give it back a 
I thousand-fold ” 

® Although every student of Economics is supposed to bo 
famibar with the difierent altcinatne principles of taxation that 
have been suggested by thinkers, yet it will not perhaps be out 
of place to say a few words about them here The first andjil^ | 
simple st pnnciple is that the amount of servioe'lendered by the 
State should be Ihi standanl by which to regulate' taxation^ 
fhe pnncipal objeefoon to this theory is that it is not po^iblo 
to distribute the adiantages among indinduals, and to charge 
m proportion Thg^ggopud. pnnciple is that o^ equ^t y of. 
taxation_^ All are equally benefited the State , why should 
not all pay equally for these advantages? This method of equal 
contributions per head would be impossible politically, besides 
being extremely unjust Thirdly, we come to the widely-accepted 
^ctnno^v^oh takes ‘faculty’ "br ‘ability’ as the measure for v 
« ‘ however, is a vague term, and a measure of 

a 1 ity 18 wanted This measure may be property, or gross 
income, or net income A slight variant of the ‘ faculty ’ theory is 

le saenfioo theoiy ‘ Abilit5 ’ is objective, ‘saenfioe’ is sub 
jec ivo Either of these theones may lead us to two forms of 
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It IS BMdent that the tax-systom of the Govern- ' 
ment of India is not unitary — that is to say, it does 
not consist of a single tax (on real property, land 
rent, capital, income, or any other substance). Jt 
K^heix-inchnc3>4 a- tha. opposite evtrfimP! , vi;^ , 
multiple tiiy-sy s tom ^ Xhft-taxaa-ate-colleeted-feem 
iLJce i? - jarg o 4! w aefc K_of soiirces . 

distnbntioii ( 1 ) proportional taxation, m which inoomo is taken 
as the standard, and the amount of pubho burdens regulated 
by it, and ( 2 ) progressno or graduated tavation, which places 
a hea\uer rato of charge on largo than on small incomes, since 
the ability of the tax-pajer is supposed to increase in a more 
rapid ratio than the increase of his inoomo The chief merit of 
the proportional sj’stcm is its simplicitj' It was t he accepted 
doctnno of classical political economy, bnt progressn'o taxation 
is" nowadaj'S becoming moro_ popular The chief objections 
urged against the latter system are its arbitrary nature, the 
danger of its o^asion, the probability of its harmful efibot on the 
accumulation of w'oalth, and tho rolatiwo unproductiveness of 
the progrcssiro tax. On tho other hand, it is hold that pro 
grossirc taxation is more equitable than proportional taxation 
Tho opinions of the great economists are almost equally divided 
in tins matter An extreme form oi tho * progressive principle ’ 
would be to substitute ' least sacrifice ’ for equal saorifioe, which 
would approximate to socialistio equality There may bo several 
modifications of tho proportional principle, and one of these would 
be tho ‘degressive’ taxation, a ^stem in which a uniform rate of 
tax IS levied beyond a prescribed limit (tide Bastablo, Puhhc 
Ptnanct, and Scligman, Progrtsmt Taxation) 

^Thoments of tho ‘ single-tax ’ system aio that tho method 
18 simple, tho cost of collection is small, and the incidence on tho 
several individuals and classes is precisely known Among tho 
many defects of the system may bo pointed tho following — ^Its 
pressure may bo extremely heavy at a particular point , it may 
be easily evaded , there is no possible room for correction, in case 
there bo any error or miscalculation , it may really prove very 
complex and troublesome , there is tho risk of exciting discontent 
IE o 
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The tax-system consists of both ‘direct’ and 
‘indirect’ taxes The land revenue, the provincial 
rat^, and the assessed taxes are direct The 
customs and excise duties are ‘ indirect.’ The 
opium revenue partakes more of the character of 
profits from commercial transactions than of a tax. 
It must be remembered in this connection that a 
hard-and-fast Ime of division cannot be drawn 
between ‘ direct ’ and ‘ indueet * taxes ^ There are 

by xaising iho required sum in a single payment The chief 
advantages of multiple taxation are that it hears lightly on an 
infinite number of points, heavily on none, and has a tendency to 
bring about equality in the burden falling on tho people But 
the system is open to tho objcotions that its incidcnoe is not 
easily aseortained, and that it is projndioial to the development 
of industiy, irksome and inoomcmcnt to tho payers, and very 
costly in collcotion Tho sj'stem which finds most favour in 
modem countries is ‘plural taxation,’ which combines, to some 
extent, the merits of tho two opposed systems 

' said to bo ‘ direct ’ when the burdenjof the tax^falls 
on the person who pays it , it is said.to be, ‘ indireet 1 ■« lien tho 
burden falls on 8om,o person other than the person who paysjt in 
the first instance Tho great recommendation of ‘direct’ taxa- 
tion IS its educative influence on tho minds of tho people Each 
citizen knows exactly how muoh he contributes to the income of 
the State If at any time tho Government becomes tyrannical 
or unmindful of tho interests of the people, he can refuse to pay 
taxes, and when an undue burden is put on him, he may resist 
Besides, there is tho greater facility and lower cost of collection 
The drawbacks are (1) the disagreeable nature of a direct 

omand and tho discontent to which an increase of taxation is 
to, (2) tho diflBoulty of assessment, (3) tho 
maonlty of obtaining a due proportion from thopooroi membera 
of society , and (4) its comparative inelasticity Tho advantages 
of indirect’ taxes ore that (1) they are not often felt by the 
payer, and therefore cause him less annoyance, (2) they supply 
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some taxes which stand on the borderland between 
the two classes — ^for instance, the registration fees 
and the stamp duties. 

Before we pass on to a somewhat detailed account 
of the various sources of revenue, it would be desir- 
able to state here the generally-accepted nbig f 
attributes of a sound system of taxation, so that 
we may be able to judge how far they are accepted 
by the Indian Government m their financial 
system They are as follows. (1) The revenue- 
system must be a dequate to the just needs of a 
progressive state, (2) taxation' should 'be produc- 
tive, for otherwise its very object would be defeated , 
"(S) the State should take as little as possible from 
the people, consistently with the maintenance of its 
efficiency,^ in other words, the total disutility 
should be at a minimum, (4) taxation should be 
inexpensive m collection, (6) taxation should not 
check men’s desire to save, and should retard as 

a facility for taxing the smaller contributors , (.3) they are pro- 
ductive and, in tames of prospenly, that is, they are clastic 
unthoub undue pressure , and (4) they are collected at a time 
convenient to the payer The disadvantages are the facilities 
■winch they offer for smuggling, the probability of a shrinkage in 
bad years, the possibility of their falling on the poor more 
heavily than on the rich, the greater expense of collection, and 
their possible harmful effect in disturbing the course of industry 
The proper system of taxation seems to bo that in which there is 
a pidicious combination of ‘direct’ and ‘indirect’ taxes 

1 Thia was the old theory, when taxation was regarded as a 
necessary evil Some of the modem economists, e g Mr Sidney 
Webb, inchno towards the opposite -view, holding that the State 
should take as much from mdividunls ns possible, in order to confer 
a maximum of benefit on society as a whole 
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little as possible the growth of wealth; (6), it 
should bo justly distributed, so that the burden 
may be equal on nil citizens, or, in other words, the 
marginal disutility for each tax-payer should bo at 
a muumum , (7) it should be certain , (8) it should 
bo elastic, (9) the objects taxed and tlio periods 
of payment should bo such as suit the convenience 
of the people, and to cause os little vexation and 
opposition as possible , and (10) the tax-system should 
be adjusted as far as possible to the habits and 
ideas of the people ' 

f The chief heads of Indian revenue arc generally 
given as follows land revenue, opium, salt, stamps, 
excise, provincial rates, customs, assessed taxes, 
foiest, registration, tributes from Native ^IStc^tes, 
mterest, post ofiico, telegraph, mint, receipts by 
civil departments, miscellaneous receipts, railwajs, 
imgation, other public works, and receipts by the 
raihtaiy department It is clear that the first 
eleven of these heads fall either wholly or partly 
into the class of tax-revenue, and the lest mto that 
of non-tax-ievenue. 


The land revenue is, and has always been, the 
mamstay of Indian finance The Government base 
their claim to the land levenue on "the ancient 
right of the State to a share of the produce of the , 


deduced from these mnxims is tbat^ 
® necessaries of life should, not bo taxed. Some economists 
wou a 0 a d to the list another attribute, viz. that no tax^ 
o evicd, ^e character and extent of whiclT odbr, ns 

constituted, a greater inducement to „ 
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soil” Successive Governments in India m the 
past have at all times raised the greater part of 
their income from the land. This paiticular tax 
possesses, therefore, the merits of productivity and of 
being in harmonj with the traditions of the people 
llie annual income from this source is about 31 5 
crores of rupees' (£21 1 millions), or 26 per cent, of 
the total gross revenue of India and about two-fifths 
of the total net revenue The collection of land 
revenue has increased during the last quartei of a 
century by about 10 crores 

Hie question whether the land revenue is a ‘tax' 
or a ‘rent’ is more an academic than a practical 
one Tlie official new seems to be to regaid it as 
rent rather than as a tax. But 3klr Baden-Powell 
liolds the opposite view “ The land rev’enue 
cannot,” says he, be regarded as a rent, not even in 

* The figures giron m this and the foUovnng pages are those 
of the Rovjsed Estimates, 1913-14 A few words about tho method 
of presenting the Annual Estimates may bo useful here In the 
lieginnmg of March m every year tho Finance Member presents 
before tbo Imperial Legislative Council a statement regardmg 
the estimated Income and E3:i>endituro of tho nest year (com- 
mencing on tho 1st of April) These Budget proposals aro then 
discussed and oxammed in detail during tho next two weeks 
Tho Budget in its final form is generally presented m tho third 
week of March, the closing debate takmg place in the last week. 
On tho occasion of tho closing debate, Members only express 
thdr viows, and no votes are taken At the time of tho presenta- 
tion of the Budget Estimates for tho cnsmng year, the Fmance 
Member also presents tho Revised Estimates for tho year about 
to close, together with the Accounts of the precedmg year The 
Chamborlam Commission havo recommended that tho financial 
year should commcuce on tho 1st of January, or better still, on 
the 1st of November 
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the Eyotwan lands” He goes on to assert, “1 
should be mclined to regard the charge as in the 
nature of a tax on agricultural incomes ” ^ 

The production V, of opium, is _a _ jGnvemment 
monopoly m British. India Poppy cultivation is 
permitted only in parts of Behar and the United 
Provinces, and is under the control of the Govern- 
ment® Opium grown in the Semi-independent 
States, known as * Malwa ’ opium, is permitted to 
enter British terntory only on payment of a heavy 
duty (Ea 600 pei chest for export and Es 700 per 
cheat for consumption) By agreement with the 
Cbmese Government, the Government of India have 
to lessen the area of cultivation every year The 
revenue from opium, which was at one time a very 
important item in the financial resources of the 
Government, has now dwindled down to a httle over 
2 crores In a few years, tins source of revenue 
will almost entirely cease to exist 

The salt revenue is .raised by a duty of E Jl per 
maund on all salt imported into or manufactured in 
India® The successive reductions m the duty m 


H Baden PoweU, Land System of BrxUsk India 
The cultn ator has to get a license, and is required to deliver 
the whole of his outturn of the omde opium to the Government 
at the fixed pnee of Rs 6 pei seer The excise opium, that is, 
the small quantity required for consumption in India, is made 
over to the Exeiso Department, and Rs 8 J per seer is credited to 
opium rei enue The rest, known as provision opium, is sold by 
auelion, and is intended for export, mainly to China 


The produotion of salt is not a Government monopoly, but 

oW to tiie difficulty of 

preienting an evasion of the twe ' " 
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1903, 1905, and 1907 have resulted in a slight 
diminution of the revenue, but the consumption has 
increased a good deal 1^16 _Balt^ revenue amounts 
annually to, a little less than 5 ciores of rupees 
The^ stamp ^revenue is .derived fiom two .classes 
of stamps, judiGial^or., court-fee stamps and non- 
j]udicial_ stamps (used in commercial transactions) 
The amount of revenue reahsed from tins source is 
nearly Ij^crpres The burden of this tax falls on 
htigante and the commercial classes 

!Ile excise^ revenue is derived .from hcenses, 
distiUery. fees, .and duties on the.sale of .intoxicating 
hquors and drugs, together with the duty on.opium 
consumed in India The Government obtam a 
handsome revenue from this source of over 13 
croreSj but their excise policy is condemned by 
temperance reformers on the ground that it tends 
to encourage harmful consumption The official 
defence is that the duty serves as a cheek on the 
consumption of intoxicants 

The provincial .rates consist of cesses on land for 
^oads, schools, .etc,,. for^canals-and railways, and-for 
luUage service and patwanes, besides^ minor rates 
Some of these rates were abolished in 1912, and the 

' “ * Etcise.’ IS a duty on home goods either in the process of 1 
their manufacture or before their sale to the home consnmers ” | 
{The Encyclopaedia Britanntca) i 

The term * customs ’ was anciently used m an extensive 
sense for customary payments or dues of many kmds, whether 
regal, or episcopal, or ecclesiastical, until m course of time it 
was restricted to the duties payable to the hmg, either upon the 
exportation or importation, or carriage coastwise, of certam 
articles of commerce {vide W M J Wilhams, King's Keienue) 
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revenue from this source now amounts to only 
27 lakhs 

The customs duties are levied solely for fiscal 
purposes, and are not protective or preferential m 
their nature They are not intended to benefit one 
class or industiy at the e:^pense of another. The 
customs tariff consists of a long hst of articles 
Special import duties at different rates are levied 
on arms, ammunition, military stores, hquors, opium 
and its allcaloids, petroleum,* salt, salted fish, 
tobacco, and silver General import duties, at the 
rate of 5 per cent ad mlorm,, are levied on a 
large number of commodities, of which a revised 
list of tariff valuations m usually pubhshed every 
December 

There is a general import duty ad valorem^ of 
per cent on manufactured cotton goods, of per 
cent ad valorem, on vinegar and copperas, of 1 per 
cent ad valorem on iron and sted, and a duty 
varying from 2J to 5 per cent on chemicals, drugs, 
etc. The free list consists of railway materials. 


i“Thi8 duty,” saya Sir Jolin Straobey, "has the niont 
affecting no British industry” (Straobey, India, 

^It IS necessary to understand the distinotion betneen speoifio 
and ad valorem duties A duty is speoifio when it is levied so 
much per unit of a particular commodity , it is a<2 valorem when 
the tax 18 a certain percentage of the estimated value of the 
commodity The chief defect of the speoifio duty is that it 
ma es no distinction between superior and inferior kinds of 
goods, and thus prejudicially affects the poor consumers Its 
peat ment lies in the economy of its collection, and in the fact 
a I oes not subject the importer to mconvenicnoe and 
uncertainty as to the amount of duty. 
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macliincry, gold bullion and coin, animals, certain 
articles of food and drink, raw wool, raw cotton, 
cotton t^^ist and j'ain, books, ships, manures, coal, 
and ^a^iou8 othci articles Special countervailing 
duties aie levied on bounty-fed sugar imported fioni 
the Argentine Bepublic and Denmark 

An expoit duty of 3 annas per maund is imposed 
on rice A customs duty of ^ pie per pound is 
leMed on all tea exported out of India, but the 
proceeds are paid to a Tea Cess Committee foi 
the encouragement of Indian tea These duties aie, 
to some extent, in accordance with the pnnciple that 
the le^y of export duties is justified on those com- 
modities only in which the exporting country has 
practically a monopoly of production On the same 
ground an export duty on jute may be suggested ^ 

An excise duty of 3| per cent ad, valorem is 
imposed on the products of Indian cotton miUs 
This duty has the effect of neutrahsing the protec- 
tive tendency of the 34 per cent duty lened on 
imported cotton goods It is said that the duty was 
first levied at the bidding of Lancashire, and the tax 
18 very unpopular with the cotton manufactuiers 
The customs tariff of India yields annually a i 
revenue of slightly less than 11 crores of rupees I 
Cotton piece-goods are much the most impoitant 
source of revenue in the tanff Customs revenue 
IS generally elastic, and tends to expand with the 
expansion of tiade and industry. Of the commodity 

> Since 1912, an export duty on raw ]uto and ]uto mnnufaotures 
has been introduced for the benefit of the Caloutto Luprove- 
ment TVust 
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taxes, the salt and petroleum duties fall on almost 
the entire coimnuuity, the cotton tax is paid by a 
large propoition of the population, the sugar duty 
affects the middle class, and the rest fall on smaller 
sections or groups The duty_j)n,impgrted_li<luors 
ptj^duces the desirable effect oL discouraging, though 
in a slight degree, the consumptiohlif-aleohoL 

The progiessive or graduated prmciple is adopted 
in the assessment of the meome-tax All incomes 
of less than Es- 1000 a year are exempted jErom 
taxation 1 Incomes from salaries and pensions or 
from interest on seeunties, if amounting to Es 2000 
per annum, pay 5 pies m the rupee, incomes less 
than Es 2000 pay 4 pies , companies pay 5 pies in 
the rupee on their net profits , incomes imdei 
Es 2000 derived from other sources pay accordmg 
to a graded scale from Es 20 on an income of Es 1000 
to Es 42 on Es 1999, and 5 pies in the rupee on 
mcomes of Es 2000 and upwards The income-tax 
18 not levied on incomes from land or agriculture 

The revenue derived from the income-tax is 
about 2f crores of rupees The fact that the ;peld 
of the income-tax is so small shows that the com- 
paratively weU-to-do classes — ^who alone pay the 
tax — ^represent only a very small proportion of the 
entire commumty This tax serves as a measure of 
the economic condition of a people, for the revenue 
tends to mcrease with the general progress of society 
In India, however, the expansion of revenue due to 
this source is not rapid at the present moment. 

*In the United Kingdom all incomes below £160 a year are 
exempt 
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Kegishation re\onue is denved fiom documents, 
winch are dnxded into (a) those of which legistration 
is compulsoiy oi necessary for the ^’abdlty of the 
Act, and (b) those of which registration is optional 
Pmctically all deeds tmnsferrmg immovable pro- 
perty ha\ 0 to bo registered. The amount of revenue 
is about 75 lakhs of rupees Ad valoiem fees are 
charged for registration 

Forest revenue is laiscd by royalties on, or by 
the sale of, timber or other produce and by the 
issue at specified fees of permits to graze cattle, 
or to extract for sale timber, firewood, charcoal, 
bamboos, canes, and minor forest produce The 
gross revenue derived from forests is a little over 
3^ crorcs of rupees. Tlie immense importance to 
the country of the preservation of forests has been 
pointed out in a pr6\nous chapter 

Of the income denved from sources other than 
taxation, that from railways forms by far the 
largest proportion The annual net railivay receipts 
amount to nearly 26 crores^ Imgation yields a 
gross levenuo of about crores The Law Courts, 
and sometimes the Post Office and the Telegiaph 
Department, also yield net profits to the Govern- 
ment The Government of India also receive about 
9 1 lakhs as tnbute from the Feudatoiy States 
The total Gross Bexenue now amounts to 
about 126 crores, and the Net Eevenue to about 

* Dedneting from this the interest and miscellaneous charges, 
amounting to about 20 crorcs, a not profit of about 6 crores is 
loft to Government. TVom irrigation, the Government nsnallv 
derives a net profit of nearly If crores a year 
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75 crores^ The revenue has more than doubled 
itself during the last fifty years. 

Now, the question which suggests itself is, How 
far does tins expansion of revenue furnish evidence 
of mcreasmg prosperity ? This question is answered 
difieiently by different indmduals and parties 
Tlie officials would say that general piospenty has 
undoubtedly inoi eased , some Indian patriots would, 
on the contrary, suggest that the increase of revenue 
lias been due to the rapacity of the Government 

According to official calculations,® the incidence 
of taxes per head of the population is E2 ll'Sas 
(3s 7 3d ) per year If land revenue be excluded. 


r tbo figures relating to Gross Bovenno and Expenditure^ 
all receipts are included in the total of revonno and all outlay 
m the total of expenditure, with the one exception that the 
working expenses of railways are treated not os expenditure 
but as a deduction from revenue Li Not Revenue and Expendi- 
ture, the mterest charges as well ns the working expenses of 
railways, the mterest charges and working expenses of irrigation 
works, the cost of the cultivation and manufacture of opium, 
and the charges against other revenue eammg departments are 
treated os deductions from revenue, and the receipts of spondmg 
departments are treated as deductions from expenditure 


* The figures arc taken from Thz Stathtical Abstract for British 
India, issued m 1913 It is not known by what process of cal- 
culation these figures have been obtamed Our own calculations 
^ Rs 3 3 os , and if the land-revenue bo excluded, for 
which ire don’t see any earthly reason, R 1 15 as In this con- 
nection Lord Cromer, m an article on " Indian Progress and Taxa- 
tion contributed to the Quarterly Review, said " It would be 
^ the mcipieut industrialism of the past 

fiio +o^ * * *** ™ accretion of wealth so as to morease 

nf power of the people ” By reason of the poverty 

niivinD’ ^ P^ple, he says, it is the least potentially tax- 
paying community m the world 
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the burden would be El 7 8 as (Is 11 8d). The 
proportion of taxation to the average income is 
nearly 9 per cent.^ 

The total reienue of India exceeds one-half of 
the amount of Iinponal receipts in so wealthy a 
country as the United Kingdom This seems to 
be rather excessive, but the officials defend their 
position by pointing out that the population of 
British India is nearly five times as large as that 
of the United Kingdom and that the Government 
of India undertakes many duties outside those that 
ordmarily fall on the State m England The critics 
of the Government reply that though the population 
of British India is five times as large as that of the 
United ICmgdom, yet the national income is pro-^ 
portionally much larger m the latter country than m 
the former The incidence of taxation is shown by 

* I have purposelj omitted the discussion of the diffioult and 
complex question of the shifting of taxation Most of the taxes 
arc shifted, \iholl3' or partly, bj' the person on whom they fall to 
somebody else There are two kinds of taxes, however, iihioh 
remain where they arc imposed These are taxes on economic rent 
and pure profits, or, to use a term which includes both elements, 
cconomio surplus A tax on surplus can noicr bo shifted, 
because surplus is not a part of the cost of production, but is the 
result of the process of production In India, there is no economic 
rent, and, therefore, a tax on rent may affect the prices of agn- 
oiiltural produce and maj thus be slufted The stamp duties 
on inheritanoe, gifts, etc , cannot bo shifted All other taxes 
tend to bo shifted, until they fall ultimately on the surplus 
Customs duties, for mstance, are almost aluays shifted, though 
not necessarily to the full extent In actual hfe, there is so 
much of cconomio friction that it is seldom possible to accurately 
measure the incidence of an}' tax on the classes or individuals 
of n communit}' (tide Seligman, Incidence and Shifting of 
Taxation) ^ 
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comparison with the people's earnings, and judged 
by this standard, the incidence is higher in India 
than m England. Even if the rate were the same, 
the pressure would be more keenly felt by the people 
of India mth their lower average income than by the 
ncher people of England As for the second pomt, 
they argue that it is true that the Indian Government 
perform such duties as the control of railways, etc, 
but these are not onerous duties, they yield the 
State not profits, or in other words, they are concerns 
beneficial to the Government The Government of 
India do not, they say, undertake any of the 
large schemes of social reform, such as Old Age 
Pensions, Compulsory Insurance, etc, wliich are 
undertaken by the Gmernment of the United 
Kingdom, neither does them expenditure bear any 
companson with the amounts spent by the cmlised 
governments m Europe and America on education, 
sanitation, science, art, and other similar matters. 

2 EXPENDITUfiE 

In Public Expenditure the basic pnneiple should 
be the public advantage It should be so appor- 
tioned between the different heads that the pubho 
may derive the maximum utility from each 

The gross annual expenditure amounts nearly to 
12i crores, the net expenditure to about 74 crores^ 
In the Financial Statement the Financial Member 
usually budgets for a balance of a few crores 

Budpt for 1915-10 Iho gross rovonno is estimated at 
ororiB and the gross espondituro at about 127 crores, 
leavmg a deficit of 6 crores 
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The chief heads of expenditure are* (1) Debt 
Services, (2) Military Services, (3) Charges in 
respect of collection of revenue, (4) Salaiies and 
Expenses of Civil Departments, and (5) Famme 
Belief and Insurance, (6) Public Works E;q)enditure, 
and (7) Miscellaneous Civil Charges 

The debt services include mterest (i) on the ordi- 
nary debt, (ii) on railway debt, (ui) on irrigation 
debt, and (iv) on other obhgations The total net 
expenditure under this head is a little over 1 J ciores 
of rupees. 

The amount of debt on the 31st March, 1913, was 
about 412 crores (£274 J milhons) * Of the outstand- 
ing debt nearly 270 crores (£179 milhons) weie held in 
England, and 142 8 crores (£95 2 millions) in India 
The classification of the debt outstanding on the 
3l8t ]\Iarch, 1913, was as follows . 

(a) Permanent debt : 

(i) Public Works 

Debt for railways, - - £211,832,819 

Debt for irrigation work, - 37,552,030 

For initial expenditure on 

the new capital at Delhi, 119,886 

Total (Public Works debt), - £249,504,736 
(ii) Ordmary debt, - - - 24,898,777 

Total permanent debt, - - £274,403,512 

(h) Temporary debt, ... Nil 

* Mr. 6 K. Qokhalo onoo said '“Against this (puhlio debt) the 
Go\ eminent o£ India have their railways and irrigation works, 
their loans and ad^ anccs to local bodies, native states, and culti- 
vators, and their cash balances ” 
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The National Debt is, again, divided into Funded 
and Unfunded The Funded Debt consists of the 
Steibng and Eupee Loans, and the Unfunded of 
Savings Bank Deposits and Deposits of Service 
Funds 

The National Debt of India appears to be rather 
large for a poor countiy like India , but four-fifths 
of it can hardly be regarded as a burden, as the 
State derives income from the undertakings financed 
by such loans. On the question whether the State 
should undertake industrial operations or not, 
opinion, of course, is divided But there is one 
advantage when the money required for such 
undertakings is borrowed by the Government, viz., 
that the State can get loans at cheaper rates of 
interest^ 

As for the amount of debt, 107 crores was in- 
herited by the Indian Government from the Bast 
India Company , and it is sometimes argued that 
the debt incurred by a commei’cial body should not 
have been fastened on the people of India That 
amount has grown by successive additions up to the 
present figure® The interest charges have also 

* The bulk of the public debt is at 3i per cent. Mr Gokhalc, in 
his speech in the Viceregal Council, February, 1911, compared this 
rate of interest -with the rates paid by some other countries, and 
tried to prove that the credit of India -nas excellent. “Japan,” 
said he, “ borroirs at from 4 to 7 per cent , Russia bontnvs at 
a out 5 per cent. , Turkey borrows at 6 per cent and o\cr, 
China ^rrows at between 4 and 7 per cent , 4 per cent in a few 
cases, G and 7 per cent being the usual rate ” 

i \^***^^*^? increase of 27 crores 

to the Public Debt 
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growB. So far, however; from imposing any addi- 
tional burden on the taxpayer, this increase has 
had exactly the opposite effect, the reason lying m the 
growmg proportion to the total debt of that part 
which represents profitable mvestment in railways 
and irngation works. “ The unremunerative debt,” 
said Sir G- Fleetwood Wilson,^ “ has shrunk in the 
last twenty years from bemg nearly one-half to 
bemg just over one-seventh of the total volume of 
our outstanding loans.”® The amount of debt is 
very often spoken of as huge, but Mr G K Gokliale 
would not shrmk from addmg to it, provided such 
addition was for a purpose which would directly 
contribute to the welfare of the people 

The principles which should guide the Govern- 
ment m providmg for any expenditure by means of 
loans may be laid down as follows (a) the Govern- 
ment should meet all ordinary expenditure out of the 
ordmary revenues , (b) they should not place the 
burden on posterity for any improvements which 
tend to benefit the present generation, (c) when 
any measure is undertaken of which the benefit is 
likely to accrue to future generations, it would not 
be improper to finance such a measure out of a loan , 
and (d) m case of a heavy and unexpected outlay, 
which cannot be met out of the ordmary revenues, 
and which would place an excessive burden on 
the people if it were met by enhanced taxation, it 

^ Ftde Sir G Fleetwood Wilson’s Budget speech, 1907 

®The oritios of the Government would reply that inasmuch ns 
the productive public works are likely to deteriorate m \alne in 
the course of time, this is an over estimate 
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would be better to have recourse to a loan Under 
all circumstances, it would be advisable to heep the 
national debt down at as low a figure as possible 

Under the head of Famine Belief and Insur- 
ance the Government set apart every year a 
sum of a croie and a half of rupees for the 
reduction of the National Debt This sum was 
origmally intended to be devoted to the construc- 
tion of such pubhe works as would prevent the 
recurrence of fammes, and to the avoidance or 
reduction of debt Some of the Indian states- 
men thmk that this sum of crores of rupees 
can now be more profitably spent in undeitakmg 
measures of real public utility, such as agricultural 
education, the oi^anisation of rural credit, and othei 
measures connected with the matenal improve- 
ment of the peasantry, than in reducing the 
public debt, but the Government are unwilhng to 
accept this suggestion 

The net expenditure under the head of mihtary 
services amounts annually to about 32 crores, or 
: 43 per cent of the total net revenue^ This has 
always been criticised by Indian patriots as an 
exceedingly heavy charge, but the Government seem 
to view it as necessary. The question whether the 
country is or is not paying too hi gh a price for the 
peace and security it enjoys is answered differently 
by different people Ontics of the Government 
thmk that the expenditure under this head can 
be curtailed a good deal without running any 

^During the last five s^ars, the Military Espenditnre has 
Increased by nearly 2 crores 
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risk^ It is the English portion of the army that 
accounts for the greater pait of the expendituie, and 
if a pait of it could be replaced by Lidian soldiers, 
there vrould be an appreciable relief to the Pubhc 
Exchequer Of the total expenditure under this 
head, nearly 30 crores is the army charge, effectiie 
and non-effective, and about 2 crores are spent on 
the navy, military works, and special defences 

The charges of collection constitute the bulk ol 
what is shown in the Accounts as the Direct 
Demands on the Bevenues This is of course an 
absolutely necessar}' item of expendituie It comes 
up to about 14: crores of rupees, or about 18 per 
cent of the total net revenue Tliere seems to be 
much room for the practice of gi eater economy in 
this matter® 

The next head is that of Salanes and Expenses 
of Civil Departments The expenditure under this 

^ Sir Gcorgo WLito, Conunanderon Chief of Indm, said on one 
occasion, "Wo maintain that tlio Indian army does supply a 
great addition of military power to England, that a part of the 
British IS trained at tho expense of India, and that the nhole of 
the men passed into tho rcserro hare been maintained out of the 
Indian reieniies ” It is argued that if a part of tho Bidian 
forces bo really intended to safeguard the interests of England 
in Asia outsido India, England ought to bear the cost of mam> 
tennneo Lidia has fought the wars of England in the past both 
mth her blood and her treasure, and she will do so in future, 
but she has tlie right to expect equitable treatment from England 
in return 

sin tho United Kingdom tho charges of collection amoimt to 
only a little more than two per cent of tho national revenue 
But as the s% stems of keeping accounts are different in the 
two countries, comparisons may not be quite fair 
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head amounts to about 27 crores ^ During the last 
fifteen yeais, the civil expenditure has increased 
more than 50 per cent. So far as this increase 
represents outlay on measures tendmg to the benefit 
of the community, nobody has any reason to 
grumble But, as a matter of fact, a very large 
part of the increase has been due to an unnecessary 
multiphcation of offices and departments ^ During 


^ The mam sab heads are * 

Imperial Provincial 


(i) General Administration 

1 07 crores 

1 32 crores 

(n) Law and Justice - 

31 

»» 

6 76 

ft 

(ill) Pohoe . . - . 

30 

>1 

7 00 

It 

(iv) Forts and Pilotage 

— 


30 

ft 

(v) Education ... 

16 

99 

4 66 

99 

(vi) Ecclesiastical 

10 

99 

— 


(vu) Medical ... 

21 

99 

1 82 

It 

(viu) Pobtioal ... 

1 35 

99 

36 

ff 

(ix) Scientific and Mmor Eepts 

67 

99 

89 

If 


The expenditure m England under tins head is about three- 
quarters of a croTo It mil bo seen from this analysis that the 
amount spent on Education (Imperial and Frovinoial) is onlj' 
crores, and that on Sanitation 2 crores These two most 
important items thus represent less than 4 per cent and 1 J per 
cent respectively of the total expenditure Even of this ex- 
penditure much the greater part represents the salaries of the 
mspectmg staff, from which the community does not derive much 
advantage 

®“The tendency,” wrote a high official some years ago, 
* especially of late years, has been to overdo this superintending 
and checking system, and the almost invariable remedy for an 
alleged defect has been the creation of a new department, or the 
appointment of a special commissioner It has always seemed 
to me that reforms should commence at the bottom instead of 
t e top, and that endcai ours should be made to strengthen and 
mprove the position of those who are called upon to do the 
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tho jears 1901-06, iho Govemmont of India weie 
under the demoralising influence of fat surpluses, 
vs Inch enabled them to indulge in increasing the 
recurring expenditure This soon af tei vs ards became 
a serious matter and compelled the Government, 
faced vMtli deficits on account of the deciease of 
the opium revenuo, and tho ci-eation of the new 
(now defunct) Province of Eastern Bengal and 
Assam, to have recourse to fresh taxation 

Tlie extravagance of the Provincial Governments 
was also, in some degree, icsponsiblo for the straitened 
financial position of tho Indian administration In 
1910, the Finance Member made an eninest appeal 
to tho Provincial Governments for economy In 
February, 1911, Mr G K Gokliale pioposcd a re- 
solution in tho Imperial Legislative Council for 
the appointment of a Committee to enquire into the 
growth of public expenditure, and although the 
resolution was i ejected, the fact of increase was not 
seriously disputed The I'lnance Member gave the 
Council the assurance that enqmnes wrould be made 
by the heads of all departments, who would also in 
future practise as much economy as possible. The 
Secretary of State for India also strongly uiged tho 
necessity of curtailing all unnecessaiy expenditure. 

netunl ork at Ci-ot hand ” For tho reduction of publio oxpendi- 
tnrt tho following among other mtasures maj’ bo Buggested 
(1) reduction in tho number of oflicors whoso duties are of a 
luporvising, as distinguished from an executive, character, (2) 
nliohtion of Comraissioncrships of Divisions, (3) abohtion of 
unntocBsarv posts, e g those of tho Inspector General of Excise, 
Sanitary Commissioner with tho Government of India, etc , and 
(4) substitution of Indian for Euroi>ean agonoy 
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Tlie Miscollaneous Civil Charges arc now shown 
as a separate item They include Terntonal and 
Pohtical Pensions, Civil, Furlough and Absentee 
Allowances, Supeiannuation Allowances and Pen- 
sions, Stationery and Printing, etc The total sum 
amounts to 7| crores, of -which about one-half is 
spent in England The Public Woiks expenditure 
includes the construction and woilnng expenses of 
Hallways, Irrigation Works, and Ci\ il Works About 
27 crores are spent annually on Hallways, 7 crores 
on Irngation, and neaily 50 lakhs on Civil Works 
Retrenchment ought to be the watchword of the 
Government , for if they check their expenditure in 
other directions, thej' will have no difficulty in 
finding money for the real needs of the people, 
namely, education, samtation, and social reform. 

The Minoiity Comnnssioneis of the Welby Com- 
mission thus summansed the views of Indian states- 
men regarding the present management of Indian 
expenditure, and the direction in which improve- 
ments maj*^ bo elTectod to the advantage of the . 
Indian people' 

_ 1 That Indian expenditure is not always 
exclusively, or even mainly, governed by Indian 
considerations, as is illustrated hy— 

(a) Indian Defence ; Indian frontier pohey in its 
varying phases ^adopted in furtherance of Impenal 
schemes of trans-frontier territonal expansion more 
lan or ndias defence — tendmg only to weaken 
her natural defences and loading her with indefinite 
and ever-mcreasmg liabilities, 

Wide lieport, Od 131 of 1000 
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(h) Bailway extensions forced on ^vlthout due 
lieed to the count;r 5 '’s needs or menus — apparently 
intended to advance hei industnal development, 
but unaccompamed by other and larger necessary 
measures vrliich alone could make them serviceable 
to the proposed end , 

(c) Continued concessions, in respect of pay, pro- 
motion, pension, etc , to the European services, both 
cml and military — concessions lending colour to the 
view that the country exists for the services, and 
not the services foi the coimtr)' 

The greater part of the increase of expenditure m 
recent years falls under these heads, and this fact 
bears out the contention of the Indian people that 
Indian inteiests are often subordinated to considera- 
tions of Impenal expansion, British commerce, and 
the European sernces 

2 That due care is not exercised, nor is strict 
economy enforced, in the spending of India's money, 
as may bo seen from the foUovnng — 

(a) Comparatively little is yet done in the way 
of substituting qualified mdigenous agency for foreign 
agency m the vanous departments of the civil 
administration (cff judicial, police, medical, post, 
telegraph) , 

(5) Overgrowth of controlling and supennsing 
central establishments (eg. sanitation, police, jails, 
stamps, registration, etc), 

(c) Organisation and mamtenance of the Indian 
armies permanently on a war footing, without the 
necessary supports of ^ese^^■es and militia — a system 
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of national defence long since discarded as wasteful 
in European countnes , 

(d) Disproportionately laige numbeia of Bntisli 
troops as compaied with Native , 

(fi) The officering of the Native army — over- 
recruitmg of the Staff Corps and an increasingly 
restricted employment of Indian officers, the question 
having an important bearing on finance , 

(/) Eailway contracts and concessions to railvaj 
compames 

3 That there is a faulty distiibution of expendi- 
ture of Indian money — 

(a) Comparatively more is spent on so-called 
national defence, and less on the material and 
moral development of the country and the improve- 
ment of the civil adrainistmtion , 

(5) More is spent on Imperial purposes and less 
on provincial purposes than is desirable in the 
present circumstances of the country, the provmcial 
purposes being intimately connected, and the Im- 
penal purposes only remotely, with the immediate 
well-being of the people , 

(c) More is spent on improvement of communi- 
cations, and less on the improvement of the condition 
and capacity of the people themselves 

The present scale of India's expenditure is also open 
generally to objection on the ground that it is much 
beyond the capacity of the country to bear.” 
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3 HOME CHAEGES 


The details of the expenditure incurred in Eng- 
land on account of India are as follows ♦ 


(i) Interest and management of debt, and 
payment of interest and annuities on 
account of railways and irrigation works 
(n) Payments in connection with Civil De- 
partments in India . - . . 

(ill) India Office (evcluding pensions) - 
(n) Armj’ and mai me effective charges - 
(v) Stores of all kinds charged against revenue 
(^'l) Furlough allowances - - . . 

(m) Non-effective charges (pensions and gra- 
tuities) 

Total - - (about) 


Crores. 


i 

i 

H 

H 

H 

7 

30| 


Since 1901-2, the amount spent in England has 
increased by over six croies 

Tlie Home Charges have for many years past 
been the subiect of much adverae cnticism They 
have been regarded by many Indian as well as 
English statesmen as one of the mam causes of 
Indian poverty Further, some have described them 
as a tnbute levied by England upon India, and 
Mr J S Mill’s statement that " mtemational pay- 
ments for which no equivalent in commodities or 
money is paid liave all the effects of a tiibute ” has 
been quoted in support of this view Sir George 
Wingate observed many years ago, “ The taxes spent 
in the country from which they are raised are 
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totally different in their effect from taxes laised in 
one country and spent in another ... In this 
case they constitute no mere transfer of a portion 
of the national income fiom one set of citizens to 
another, hut are an absolute loss and extmction of 
the whole amount drawn from the taxed country.” 
Sir Thomas Munro also expressed a similar opinion 
Considered from the standpoint of the economist, 
the Home Charges present two aspects — one pohtical 
and the other economic As is evident from the 
analysis given above, about one-third of the total 
amount is spent m England owmg to the pohtical 
relations of that country with India, and the re- 
mammg two-thirds represent payments which are 
really transactions of an economic character. It 
would be a mistake, therefore, to regard the whole 
amount of the Home Charges as a drain upon the 
resources of the country But,, however legitimate 
and justifiable some of the payments may be^ in. 
f IS no denying the facV that more 

t t of the totals revOTue..of . India" goes 

^oiit of 'ffie country without any direct return This 
certainly is not satisfactory Every effort ought, 
raierefore, to be made, not only to cheek the further 
growth of the Home Charges, but to reduce as 
nmch as possible their present size In regard to 
crvil expenses, army and marme charges, furlough 
allowances, pensions and gratmties, Indian pohticians 
are of opinion that the aggregate amount can, and 
ought to, be gieatly reduced by the substitution in 
a large measure of Indian for British agency in the 
administration as well as the defence of the country. 
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As for the debt ser^nces, they urge that no railway 
bo in future consti acted or purchased by the Stat 
with borrowed capital, and that ^ the debt now hel 
in England be gradually redeemed and, if possibh 
substituted by a rupee debt. Eegaidmg the puiclias 
of stoics, public opinion in India strongly advocate 
the abolition or at least the reduction in size of th 
gigantic Stores Department in Great Britain, fo 
the two-fold purpose of reducing the Home Charge 
and encouraging indigenous mdustnes 


4 CASH BALANCES 

In order to be able to carry on their operationE 
the Government must have working balances n 
hand. On the basis of experience it has beer 
estimated that the minimum balance required u 
London is 6 cioies (4 millions) and that in Indii 
18 crores (12 millions) Durmg the years 1910 t( 
1912, however, the balances in London were verj 
much in excess of the normal requirements Thej 
were £12'8, £16 7, and £18 39 millions respectively 
in London, and £12 29, £13 66, and £12 27 millionj 
respectively in India Tlie large balances held ii 
London formed the subject of much adverse criti 
cism Government money, it was said, had beer 
moved unnecessarily from India m order that i1 
might assist the London merchants It was alsc 
pomted out that while the Government were borrow- 
ing with one hand, they were lendmg with another 
at lower rates of interest to “ approved borrowers ' 
in London. Although the critics went too far m 
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accusing the authorities at the India Office of actmg 
from unworthy motives, the position was manifestly 
unsatisfactory If the Government have in hand 
moneys for which they have no use, they ought to 
utilise them either in initiating measures tending 
to the benefit of the people, such as universal 
education and samtation, or for the reduction and 
avoidance of debt If they have any moneys which 
they can safely lend out temporarily, the people of 
India (and not merely the Anglo-Indian merchants) 
ought to have the benefit^ 

6 PEOVrtTCIAL FINANCE 

Ongmally, the whole of the revenues of India 
was treated as a single fund to be collected mto a 
central account, and from thence doled out piece- 
meal to the vanous provinces accordmg to the 
reqmrements of each The Provincial Governments 
collected and ultimately disbursed a large propor- 
tion of the revenues, but as they gained nothing 
by enhanced efficiency, the development of public 
revenues did not proceed fast , and as they had no 
motive for economy the system led to much extra- 
vagance Moreover, there were constant disputes 

* On the Slst March, 1913, instead of the normal balance of 
£12 millions in India, the total balance -was £19,268,200, which 
was distributed as follows 

In 270 district treasuries - - . . £6,690,600 

In 35 branches of Presidency banks . - 2,198,300 

In 3 head oflSces of Presidency hanks - 1,695,000 

In 3 Reserve Troasaries - • . . 8,908,700 


£19,293,100 
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between the Central and the Provincial Govern- 
ments Even the minutest items of expendituie 
had to be reported for the orders of the Government 
of India. In 1871 , Sir Eichard Strachej’s scheme 
of reform was given effect to Certain departments 
were made over to the Provincial Governments, and 
tliey were credited with the departmental receipts 
together with a lump sum to enable them to meet 
the expenditure In 1877, the supreme Government 
transferred to the financial control of the Provincial 
Governments all services except those which were 
found expedient to be kept under central control 
In 1882, the system of Provmcial finance was still 
further developed 

The contracts made with the Provmcial Govern- 
ments from this time forward were revised every 
five years This system of qumquennial revision 
was a fertile cause of friction and improvidence and 
waste Not only were the Provmcial Governments 
opposed to the system, but it foimed the subject 
of severe criticism m the Indian National Congress 
In 1904, it was decided to give to the Provincial 
Governments a permanent mterest m the revenues 
and expenditure under their control by mtroducmg 
a scheme of ‘ quasi-permanent ’ settlements A 
new senes of ‘quasi-permanent’ settlements was 
concluded m 1907, but had to be completely revised 
and leadjusted immediately afterwards 

In Maich, 1911, the financial settlement with : 
each of the eight major provinces was made per- ' 
manent Succoui to a distressed provmce will m 
future be given only m the case of a widespread 
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famme, on the other hand, the Government of 
India will call upon the pronnces for aid in case 
of a war or in a grave financial crisis Apart from 
these only special emergencies, however, the settle- 
ments will be fixed, rigid, and permanent 

No province shall in future budget for a deficit 
'm its current revenue and expenditure except under 
abnormal circumstances It wiU not be permissible 
I for a Provincial Government to run through its 
balances, build up a heavy overdiaft on the geneial 
balances of India, and then have to be sot on its 
,feet by Imperial benefactions If, for any special 
’and temporary reason, a Piovmoial Government has 
exhausted its own balances and receives permission 
to overdraw, it will have to take a small loan from 
the Imperial Exchequer and pay interest on it I^ 
m the last resort, a province finds it impossible 
to meet its demands, it may have to consider the 
propnety of raismg additional taxahon The settle- 
ments will not, however, debar the provinces from 
sharmg in any surplus wliich the Government of 
India may be in a position to distribute in a good 
year Moreover, the Government ydll^no longer 
exercise the same minute control over the budgetary 
arrangements of the provinces as has been the 
practice m the past^ 

I’leetwood Wilson’s Budget epoeoh, 1911 
^ This measure,” in the words of Sir Guy Fleetwood Wilson, 
^ governments a more abiding interest in manag- 

ing an reofcmg tbeir oirn resources , it will greatly reduce the 
occasion for interference by the Central Goi eminent, it will 
^mulate provincial independence and self-reliance To the 
Government of India also it onghtto mean much It will relievo 
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This is the piesent pohcy of the Govenunent 
It has been urged in many quarters that the 
Impenal and Promnctal sources of revenue should 
bo totally separated and that the Provinces should 
have complete autonomy in financial affairs ^ 

The levenue retained by the Government of 
India for its own purposes and for meeting 
the expenditure mciirred , by. the Secretary of 
State in England is descnbed m the accounts as 
Imperial, and that which is assigned to the Pro- 
vmcial Governments IS descnbed as Pronncial The 
expenditure is similarly classified The prmcipal 
heads of revenue which are wholly Impenal are 
Opium, salt, customs, post-ofiice, telegraph, mint, 
exchange, and State railways : the principal divided 
heads bemg land revenue, imgation, stamps, excise, 
assessed taxes, and forests " On the expenditure side 
of the accounts the charge for mihtary semces, debt 
services, and the charges under certain minor heads 
are entirely Imperial, general admmistration is 
dl^uded , most other important heads of expenditure 
are Provmcial. 

ns from tho onforcsocn and indoterminate liabihty to -vrliich the 
Impenal rcvennes were formerly e^qmsed by the financial diffi- 
culties of any individual province ” 

^ The Decentralisation Commission said “ The grant to tho 
local Legislative Councils of matenal control over Provincial 
Pmanco may make it necessary to do a\niy, as far as possible, 
Tnth tho present divided heads and to place some entirely \nthm 
tho pumew of the Provincial and some mthin that of the Impenal 
Government ” 

* The shares of the divided heads are not always the same for 
the dificient provinces Por instance, the United Provmces get 
three-eighths of tho Land Revenue, while Bengal reemves one half. 
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The gross Eevemie and Expenditure for 1913>14^ 
(Revised Estimates) in orores of Rupees were as 
follows 

Imperinl Indln FroTincM nncitnr) 

Revenue, - 79 37 46 00 12 

Expenditure, 47*78 46 96 30 75 

The net Revenue vas about 754 ciores and the 
net Expenditure 74 crores. 


6 LOOAi FINA17CE 


Local Government® may be considered under three 
heads Mumeipalities, District and Local Boaids, 
and Port Trusts 

The aggregate mcome of all the municipalities 
taken together was about 7J crores in 1911-12. 
About 40 per cent of this was provided by Cal- 
cutta, Bombay, Madras, and Rangoon Municipal - 
revenue 18 derived from vanops sources ^^Rates.and 
taxes, realisations under special Acts, proceeds of 
municipal property and grants ^from the Govern- 
ment Of the taxes, the most important are those 
on houses and land The.octroi duties, which used 


* Vide Fmanctal Statement and Budget for 1014.16 

* The system of Local Self Government m India wns introduced 
y Lord Mayo and Lord Bripon The municipal bodies are m 

pnwal partly elected and partly nommatcd They ore subject 
to^vemment control m oil their activities In 1912 there were 
If, M India, contammg mthin tlicir limits about 

nn, ® per cent of the total population 

TT those of the Borough Councils and 

^ban Distnot Councils of England, but their constitutions 
are less democratic 
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to form a chief source, of revenue, have now been 
abolished in most of the - provinces, and direct 
t^ation has been substituted for them. 

Besides these,, there are taxes on animals and 
vehicles, taxes on professions and trades, tolls on 
roads and femes, water, rate, hght rate, conservancy 
ratM, and„ other minqr taxes Under special Acts 
the municipalities derive income from cattle-pounds, 
hackney carnages, and hcenses foi the sale of spints 
and drugs Slost of the municipal bodies also derive 
income from rents of lands and houses, sale proceeds 
of mimicipal property, receipts from maikets and 
slaughter-houses, fees from educational mstitutions, 
etc.. Their mcome is often supplemented by grants 
from the Government^ 

The main objects for which municipal funds t 
aie spent are Lightmg, police, public health and 
convenience, mcludmg watei supply, drainage, con- 
servancy, hospitals and dispensaries, vaccination, 
prevention of plague, markets and gardens, the con- 
struction and mamtenance of roads and buildings, 
and pubhc mstruction. ' 

The total expenditure of the municipahties often 
slightly exceeds their ordmaiy mcome, and these 
bodies have frequently to apply to the Government 
for- aid 

The incidence of the municipal rates and taxes 

> Tlie incomes of tlie momcipAlihcs of Calcutta, Bombay, 
Madras, and Bangoon are about 1 crore, IJ orore, 45 lakbs, and 
42 lakhs respectively Calcutta had in 1912-13 a debt of nearly 
6 ororcs, Bombay G orores, and Bangoon 2 crores, 
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on the population has been calculated as I?s 2 10 as. 
per head.* 


In rural areas, District and Local Boards® perform 
the duties assigned to municipahties in uiban areas. 

The fu j^ s^onPist nct a nd Local Boar ds aie l aigely 
denved.froiBLxates or cesses lovied.upon^agriculttiral 
land over and ahovo„th^land revenue From April, 
1908, the accounts of the Boards have been excluded 
from the general provincial accounts, and their 
funds treated independently in the same way as 
municipal funds The Government of India now 
make a gran t-in -aid to the funds of all Boaids equal 
approximately to one-fourth of then income from 
rates or cesses leined on land The Boards have 
also other sources of income, such as cattle-pound 
receipts, educational receipts, medical receipts, tolls 
on femes and bndges, and contributions for specific 
purposes from the piovincial funds Their aggregate 
^income (exclusive of debt items) is about 5^ ciores 


j The expenditure of the Boards is chiefly for 
roads and bndges, hospitals, vaccination, conser- 


^ Staluttcal Ahlraci/or Bntuh Ifidta, lDll-12, p 101. 

* contain a vaiying proportion of olocted memliors 

™ 1 j^*^**^™**^* except Madrna, 1711010 the cIcctiTo system 1 b 
ap]^od only to mombora of District Boards The total number 
DiBtriot Boards la at present 198 , and of Local Boards 633 
lucre are no Boards m Burma, and no Local Boards m the United 
rovinces and the N W IVontior Province Their functions 
suuilar to those of the County Councils 
** Cbunoils of England Their powers, however, 
are much more restneted than those of the latter bodies 
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vaney, drainage, water supply, pnmary education, 
markets, and rest-houses. 

The mcidence of the Boards’ rates and cesses is 
3f as. per head of the population.^ 

The administration of the larger ports is placed i 
by various Acts in the hands of Port Commissioners,'* 
who are charged with the prolusion of suitable' 
dock accommodation, and other services necessary' 
to shipping. The Poit Commissioners are em-< 
powered, subject to the control of the Government, 
to levy dues on shippmg and goods, to charge fees 
for services rendoied, to contract loans for port: 
improvement, to maintain the harbour and its" 
approaches, and to erect warehouses, jetties, harbour 
lights, and docks, foi the convenience of traders and 
shippmg 

The cluef Indian ports are Calcutta, Bombay, 
Kaiachi, Eangoon, and Madras The approximate 
incomes of these ports are nearly 1 J croies, 90 lakhs, 

^ crore, 46 lakhs, and 13 lakhs respectively® 
Chittagong is also gradually nsing into importance 
as a port 

^ Stat%ttl\cdl Abstract for Bnttsh India, 1911 12, p 105 
* Tlio Port Trusts have wide powers, but they are subject to 
control by the Government Members of these Port Trusts ore, 
for the most part, appomted by the Local Grovemments, and 
many of them are representalivcs of the local oommeroial 
communities 



CHAPTER Xni 

THE STATE AND ECONOMICS 

SoJiE of the economic functions of the Government 
have been discussed in the last chapter. Tlie object 
of these functions, howevei, is more political than 
economic In the present chapter, a brief account 
inll be given of some of the more diiecl relations 
which economic phenomena bear to the State m 
India. 

1 STATE-LANDLOEDISM 

As we have already seen, there is a tendency 
among Indian officials to regard the Government as 
the ultimate proprietor of ail lands, and to eonsidei 
the revenue received by the State from the people 
as m the nature of rent Attempts are often made 
to prove the correctness of the view by a rfiffirence 
pa st. - h i atoiy The Zmjpenal Gazetteen' says, 

‘ Throughout the penods of native rule, for which 
we have any historical data, the prevailing custom 
was for the cultnator to deal diicot with the 
representative of the State, and the whole of the 
economic rent passed straight fiom the one to 
t e other Even when there was an inteimediary. 
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and when that intenuodiary enjoyed, to a greater 
or less degree, the other incident's of pioprietary 
light, he seldom received any substantial share of 
the profits of ciiltuation, and such dues as he 
inigiit inteicept would more fittingly be classed 
as fo's or perquisites than as ravt in the proper 
sense of the term As the several provinces passed 
under Bntish rule, the Government at first con- 
tinued the native piactice of taking as land revenue 
the whole or nearly the w’hole of the economic 
rent When the inteimedianes were few or weak, 
the Government dealt direct with the cultivator, 
eg m raiyatwari tracts, wheie, on the other hand, 
the intermedianes were numerous and powerful, 
as in the zamindan tracts of Bengal and the 
provinces, the Government dealt with these inter- 
inedianes, leaving them to collect the rents horn 
the cultivators, and, when pa) mg the proceeds 
' to the State, to retain a small proportion, generally 
10 per cent, for their own use It is fiom tins 
peicentage that payments now representing the 
net rental have dev’eloped” It goes on to say / 
"The peculianty of Indian rents lies, therefore,* 
in this fact, that whereas in most countries thej 
land revenue is an assignment from the rent made 
by tjie landowners to the Government, in India 
the net lent is, histoncally speaking, a relinquish- 
ment of part of the profits of land by the Govem-J 
ment to the landowners” 

If this theory of State-landlordism be correct, two 
results will legitimately follow — (a) the landlords 
wiU sink into the position of a merely superior kind 



tenants, and (J) the Government will bo justified 
demanding as its revenue the whole of the 
inomio rent* 

But wliatovor may be the historical value of such 
iheoiy, the Government has never put forward a ' 
nm to the ultimate proprietoiship of all land and 
its nght to an economic rent As Hj— 
jifin-Bo^vell, a great authorily on the subject, 
rs “ Nowhere and under no revenue system does 
3 Government claim to toko the unearned mcre- 
snt or tlie whole of what remains after the wages 
labour or cost of cultivation and profits of 
ntal have been accounted for ” ® TJie Government,? 
a mattei of fact, bases its claim to land revenuei 
" the ancient nght of the State to a share of thei 
)duce of the soil ” — that is to say, on the histoncal 
it that the rulers of successive Governments 
India have at all times laised the greater part of 
3ir State income by levying a tax on the land.® 

Mr Baden-Powell looks at the matter from a 


Tho Rt Hon E S Montagu, m a lecture delivered at the 
eral Colonial Club, London, in February, 1914, 6aid “Tho 
remment of India has succeeded to the position of premier 
tner m the land, not only inth tho nghts but tho corresponding 
ties of that position I havo shown how, in areas under a tom- 
ary settloment, it has been able to take in tho form of rovenuo 
irge share of tho unearned increment from the land this is, 
lonrso, devoted to pubho purposes, tho benefit of which is tdh- 
tely shared by tho agrioultunats " 

Baden Powell, LaM Systems ofBrttxsh Indxa 

share usually ^a^ed from one sixth to one tenth dnnng 

of sneoial neo««,.„ Akbar raised this share to one thud of 


1 produce 
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practical point of view. He saye, "The British 
Government has everywhere conferred oi recognised 
a private light in land, and in laige aieas of 
eountiy — Bengal, Oudh, and the whole of Northern 
India, for example — ^it has expressly declared the 
proprietary rights of the landloid and the village 
owners It is, then, impossible to say broadly that 
tho State takes a reni fiom the landholders regarded 
as tenants Tlie Government is certainly not 
owner .... The utmost it does is to regard 
the land as hypothecated to itself as security, m the 
last resort, for the land revenue assessed upon it" 
He adds in the same strain "After the Govern- 
ment has so distinctly conferred propnetary nghts 
in land, any later use of the term ‘ universal land- 
loid’ applied to Government can only be m the 
nature of a metaphor Tho only function of a land- 
lord that the Government exercises is the general 
care for the progress of tho State, makmg advances 
to enable the cultivatoi to sink weUs or effect other 
improvoments, advancing money for general agn- 
cultnral purposes, suspending or remitting the 
demand for revenue owmg to famine or calamity of 
season.” 3ilr Baden-PoweU gives his final decision 
in the following sentences "Th e, land rev enue 
cannot, th en , be regarded as a rent. nol LEam-in-the- 
T^mynt.wnTi iiLndR— . . . T. shfluld. bfi. iTiolmed-to- 
re gard the ebarge as -morfl in.-tlifi nature jof-a-Ata^ 
nn n giipnltu r nl - iuc o me s. ” ^ 

Eegardcd from this standpomt, then, iheJjhnfeKi- 

m£niiIis-^ot--the-4iltimatB-4n:Qpuet6F-4)£-^ 

1 B.'idcn-Powell, Land Systtms of Bnltsh Indta. 
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Now, the question anses, can wo point to any 
class which has absolute proprietary rights to the 
land? Perhaps it would be safe to answer that 
there are hardly any absolute yiroprictora India, 
but there are vanous grades of proprietary rights, 
each of a senes of persons having some of the 
chaiactonstics of a landownier. 

Tha-pi Qpi.ietary.j3ghte _may_Jbe-dividcd -into-livo- 
maiiwelasscs 

(i) The-fi ovcrn inent may bo the direct owner 

practical puiposcs, considered as proprietor, paying 
revenue to the Government This is the system 
which obtains m the raiyatwari tracts 

(in) The Go> eminent may recognise one grade of 
proprietor between itself and the actual landholder. 
The most perfect example of this is found m .tho. 
jffimindaiLnfJBfipgal 

(iv) The Government may recognise two grades 
of proprietors between itself and the actual land- 
holder This form is found^nujasesjarhexa-the-oveEr 
lords_right-haaaiot-de\'jjloped-BO-faT-as-to-ma3je-him- 

s^Q-landlord-amLall othnra mort* tpTmwfa 

(v) The Government maj lecognise certain 
sub-propnetary nghts, eg patni, d ar-patni, etc 

Land tenures in India are largely the result 
of changes and growths It very often happened 
t at one set of rights was superimposed upon 
another, and thus the various grades came mto 
existence. 
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2 PEEMANENT ZAMINDARI SETTLEMENTS 

During the eaily years of the East India Company’s 
rule, the re\enue settlement -was made for very 
short periods, often for oneyeai only This system 
caused much inconvenience to the Government and 
great hardship to the people The Directors of the 
Company rcahsed the evils of the system, and in a 
letter to Loid Cornwalhs they not only expressed 
their disapprobation of the frequent changes m the 
revenue settlements of Bengal, but condemned 
the endeavours -which had been made to contmually 
increase the land-tax A remedy agamst faimnes, 
lilce the one of, 1869-7 0,~-which carried off one-third 
of the population of Bengal and Behar and turned 
large areas of cultivated land mto wild jungle, 
was„alsp gr^tly needed Lord Comwalhs took up 
the idea of a permanent settlement which had 
been advocated by Philip Francis Three possible 
methods of settlement in Bengal were open to the 
Government (a) a settlement with the raiyats, (Z>) 
a settlement with the fanners of revenue, and (c) a 
settlement with the zemindars Mr (afterwards 
Sir John) Shore advocated the last method as bemg 
the only one consistent with good government and 
the improvement of the country 
i The Permanent Settlement was mtroduced m 
Bengal in 1793, and extended to Benares in 1795 
In promulgating the measure, the Government 
had two objects m -view (1) the security of the 
revenue, and (2) the improvement of the land 
The hope was entertamed that if the land revenue 
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^^elo fixed m perpetuity, the landlord would have tbe 
greatest inducement to improve his estate in thelcnow- 
ledge tbat anything he could make from his estate 
over and above the land-tax would be his private pro- 
perty, and not subject to any imposition by the State 
Fuither, it was expected that this act of generosity 
on the part of the Government would induce the 
landowner to bo generous towards his tenants 
The prevailing opinion of officials in the early years 
of the nineteenth century was that the measure 
had been attended with great success The Com- 
missioners of the Agra province in a ciicular letter 
said, ** The Permanent Settlement concluded m the 
Bengal Provinces has notoriously been attended with 
the happiest success, and the flourishing state of those 
provinces must, we think, bo ascribed, in an eminent 
degree, to that wise and salutary measure ” They, 
therefore, recommended the extension of the mensuie 
to the Agra piovince Many other officials also held 
the same view, and desired that the Pennaneiit 
Settlement should be extended to the whole of India. 

Latei, however, the official view underwent a 
change , and at the present moment there is almost 
an unanimity' of opmion among officials regaiding 
the failure of the system. The present attitude of 
the Government towaids the measure has been 
clearly expressed in the Note on the Land Eevenue 
Policy of the Indian Government, 1902, issued in 
reply to certam criticisms of the late Mr B, 0 
utt The Note says “ The Government of India 
toow of no ground whatever for the contention 
la engal has been saved from famme by the 
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Peimanent Sottlemont a contention which appears 
to them to he disproved by histoiy, and they 
are not, therefore, disposed to attach much value 
to predictions as to the benefits that might have 
ensued had a similar settlement been extended else- 
vhere.” “As regards the condition of cultivation 
in Bengal . . there is still less groimd for the con- 
tention that their position owmg to the Permanent 
Settlement has been converted mto one of excep- 
tional comfort and prosperity. It is precisely 
because this was not the case, and so far from 
being generously treated by the zemmdars the 
Bengal cultivator was raelcrented, impovenshed, and 
oppressed, that the Gkivemment of India felt com- 
pelled to intervene on his behalf ” 

“As for the allegation that the Permanent Settle- 
ment has been the means of developmg in Bengal 
an exceptional flow of pubhc-spinted and charitable 
investment, while the Government of India are 
proud of the fact that there are many worthy and 
hbeial-minded landlords m Bengal as theie aie also 
in other parts of India, they know that the evil of 
absenteeism, of management of estates by unsympa- 
thetic agents, of unhappy relationB between landlord 
and tenant,and of the multiphcation of tenure-holders 
or middlemen between the zemmdar and the culti- 
vator m many and vanous degrees are at least as 
marked and as much on the mcrease there as else- 
where , and they cannot conscientiously endorse the 
proposition that, in the mterest of the cultivator, that 
system of agrarian tenure should be held up as a 
pubhc model,which is not supported by the experience 
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of any civilised country, ■which is not justiGed by 
the single gieat experiment that has been made 
in India, and which was found in the latter case 
to place the tenant so unrescrs'edly at the mercy of 
the landlord that the State has been compelled to 
employ for his protection a more stringent measure 
of legislation than has been found necessary in 
temporarily-settled areas ” 

Independent opinion is dinded in respect of this 
question One view is that it has most effectually 
safeguaided the economic welfare of the people 
Mr E 0. Dutt says, "If the object of the Per- 
manent Settlement of 1793 was to cieato a 
thoroughly loyal class of landlords and a prosperous 
class of peasantry in Bengal, that object has suc- 
ceeded beyond all expectation " ^ The earlier 
generations of Indian statesmen favoured tins view , 
but the modem trend of Indian opinion seems to 
be to look upon the measure as a mistake It has 
deprived the State of the unearned increment of 
the land, and has not conferred a proportionately 
large beneGt on the great bulk of the people 
Some people think that it would have been an 
ideal measure if it had been introduced without the 
intervention of zemindars 

Mr J S Mdl wrote, " The measure proved a 
total failure as to the main effects which its well- 
meaumg promoters expected from it They Gattered 
themselves that they had created throughout the 
Bengal provinces English landlords, and it proved 
that they had only created Irish ones They did 
* Iv 0 Butt, Famines m India 
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nothing for the improvement of their estate, but 
everything for their own rum In one generation 
the ancient zemindars had ceased to emst, and other 
families, mostly the descendants of Calcutta money- 
lenders, now occupy their place, and live as useless 
drones upon the soil which has been given up to 
them "Whatever the Government has sacrificed of 
its pecuniary claims foi the creation of such a class 
has at the best been wasted ” ^ 

Mr James Mill, in his History of India, said 
“ Next after the sovereign the immediate cultivatois 
had by far the greatest poition of interest in the 
soil. The generous resolution was adopted of sacri- 
ficing to the improvement of the country the pro- 
prietary nghts of the soveieign The motives to 
improvement which property gives, of which the 
power was justly appreciated, might have been 
bestowed upon those . from whom alone the 
principal improvements in agnculture must be 
derived, the immediate cultivators of the soil For 
the rights of the zemindars a complete compensation 
might have easily been made ” ® 

So much for the defects of the system, but it j 
undemably has one good feature As Mr J S Mill 
says, "In this ill-judged measure there was one 
redeemmg point The ryots were reduced to the 

* Vtde J S Mill, Pnnctples of PohUcal Economy 

®In England tlio land-tax was made perpetual in 17*18, uhen 
William Pitt the Younger was the Pnme hlinister According to 
Ml R 0 Dntt, the English settlement has benefited the landed 
classes only, but the Bengal settlement has conferred a share of 
the benefit on the agnonltural conimunity 
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has hee. more recently m^d>^ 
the blunder has been avoided 

has been left undone” ^ 

Though the Permanent Settlement is p 
obieotiol the system el temporary settlmcn 
not mthoat ite detects The latter not 
expense and tronhle, hnt the dislocation ot 
It has, further, the tendency of oheetang ‘’■® “ 
prorement of cultivation, and even ®* 
by an uncertam and ever-mcreasing S ,,, j,»g 
Zid the shorter the period for which 
are made, the greater is the de^e >“ JT 
tbese emls appear 


prohiPTn-a t>ft ma - TO -w , 

fmriy Intig -penods; &ay.- 6f4y ' y earSySn-^s—to-a^ 
the defects of both- the extremes. 

Before leaving this subject, a few words may oe 
said about the zemindar’s right to the sod 
considerable difference of opinion exists reptding 
the question whether the zemindars were origmaliy 
landlords in the English sense, or only farmers an 
collectors of revenue In the great Bent Case o 
1865, an authoritative opinion was delivered by the 
Calcutta High Court, in which the judges held the 
view that the Bengal zemindars were, in their origin, 
not true landowners, but revenue-farmers Some 
Indian statesmen, however, regard them as havmg 
been real on nets of the land, and, in some cases. 
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rulers of portions of the province. The view of the 
Government of Bengal was clearly expressed in 
their lettei to the Government of India, dated the 
24th of June, 1901, in which they said, "But the 
truth probably lies between the position adopted by 
the advocates of the two sides of the question, and 
while there were large numbers of middlemen 
suddenly conveited into landholders, there were also 
- hereditary chiefs with all the attributes of pro- 
prietorship that were known in their time in 
India ” ^ 

\/Thus whatever may have been the original 
status of the zemindars, in practice they are and 
must be regarded as actual propnetors of the land 
they hold, subject to the right of the Government to 
land revenue, and of the tenant to whatever rights 
are vouchsafed to him by law and custom 


3 LAND-EEVENUE SETTLEMENTS 

With reference to the land revenue, the tenures 
are divided into two kinds, zmvundan and raiyaUMn^ 
When the revenue is assessed by the State on an 
individual or a community ownmg an estate and* 
occupying a position identical with, or analogous to, 
that of a landlord, the assessment is known as 
mmvndari, where the revenue is imposed on mdivi-‘ 
duals who are, or who represent, the actual occupants 
of holdmgs, the assessment is known as raiyatiiai ^ 
Under either system, there may be rent-paymg sub- 

*Vido Note on tht Land Jievenue Pohcy of tht Goiemment, 
1902 
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tenants. The former system prevails m almost the 
whole of Bengal, m the United Provmces, the 
Punjab, the Central Provmces, and parts of Madias , 
while the latter is found m Bombay and Smd, 
Burma, Assam, Berar, and the greater part of 
Madras. 

The Eevenue Settlements may be eithei permanent 
j or temporary The permanently-settled distncts 
cover most of Bengal and parts of Madras and the 
Umted Provinces, while m the rest of India the 
settlement is for a penod varymg from ten to thirty 
years About 20 per cent of the total area is held 
by peimanently-settled and 33 per cent by tempo- 
rarily-settled zanundan proprietors , while the 
remaming 47 per cent is held by temporarily- 
settled raiyata (or peasant propnetors)^ 

The land revenue appears to the or dinar y person 
to be a tax on rent But the officials hold a 
difieient view, they rather regard the rent as a 
deduction from the revenue "The pecubanty of 
Indian rents bes m this fact, that whereas m most 
countries the land revenue is an assignment from 
the rent made by the landowners to the Govern- 
ment, m India the net rent is, historically spealong, 
a relmquishment of part of the prodts of land ly 
the Government to the landowners ” ® 

Assessment methods vary aecordmg to the land 
of estate and its mode of workmg But two general 
pnnciples are found to underbe these methods One 


*Tho monts and dements 
alrcadj been discnssed 


the Permanent Settlement hai e 


^Imperial Gazetteer of India 
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Cx C’jnpincAl \\hiolii are first ascortamod 
only as maxtmiun Rita's, on the basis of those 
pctimlly paid in the past, hut with such incieaso as 
can nm\ }>o tAhen with reference to the use in 
piiees and pmgress m prospentj, and then to apply 
tho^e m a ‘sliding hcalo, according to the pro- 
dnotiMly of paiticnlar lands The other pnnciplo 
i< applied to all \nnetioa of landloid estate whcio 
there are tenants; it eonsistvs in finding out the 
rents vhich the tenants ectually pay, and then 
demand from tho landlonls a fixed proportion of 
such rent*' * Except in BoinUiy (whore the assess- 
ment is not fixed in terms of produce), tho land 
re\en«o is assessed so as to represent a share, not 
of the gTO''S, but of the ml pioduco (or not assets)" 
In tho temporary zainmdan settlements, tho ^ 
Govomment usually takes about 50 per cent of 
the rent a** revenuo , and in tho permanent settle- 
ments about 25 per cent of tho rental on an a\eiage 
Tho rates of reienuo vary greatly with the pro- 
ductive power of tlie soil, advantages of climate and 
imgation, and facilities for marketing produce.® 

Tho question of tho burden of tho land roveniio 
IS one of tho most controversial questions in Indian 
economics and politics Jfany of the Indian 
patiiots hold that the burden is oppressive, that 
it 18 one of the causes of tho extiemc poverty 

’B IT. BulS'n'l’owotl, Ijttnd Jlttenue t» British India, pp 
4R. 

» floral and Vatenal Progress and Condifton oj India, 1914, 

p 

* For delnih of tbo incidonco of I^nd Revenue, see Appendix. 



258 


INDIAJST ECONOMICS 


of the masses of the people, and that it is a contnbu- 
tory cause of famines On the other hand, the 
officials maintain that the land revenue is not exces- 
sive, and that latterly it has become increasmgly 
liberaL^ It has been calculated that the burden of 


* Vide C Dutt, Open Ldkra to Lord Carton and the Land 
Bcvaiue Policy of the Government of India, 1902. A memorial 
iras snbmitted by a number of retired high oiBcials of the GoTsm- 
ment in vrhiah they urged that (i) irhere Land EcTenuo is paid 
directly by the cnltirators the Government demand should be 
limited to 50 per cent of the value of the nett produce, after a 
hberal deduction for cnltivaiion expenses has been made, and 
should not ordmarily exceed one>fifth of the gross produce , 
(u) irhere the Land Revenne is paid by landlords, the principle 
adopted in the Saharanpnr Rules of 1855, •whereby the Revenue 
demand is limited to one half of the actual rent or asEef« of 
such landlords, should bo umversally apjdied , (ui) no revision 
of tho Land Tax of any provmco or part thereof ehonid bo made 
■w^hin thirty years of the expiration of any former revision , pv) 
w en such tension is made there should bo no increase m the 


Msessment except m cases where the land has mcrcascd in value 
(a) in ccmseqnence of improvements in irrigation worhs carried 
on at t e expense of the Go'vernment, or (6) on account of a 
rise m the value of produce . and (v) that a limit bo fixed beyond 
w c lb may not bo iiermissible to Eurcharge the land*tax mth 
official reply to these recommendations was 
1 . suggestion that the land^revenue should 

" r„i ^T * j of produce is impracticable, and •would, if 

of burdens on tho shonldeis of the 
ndmimaterS ® ”5*^ system, if sympathetically 

i-SS^ Saharanpnr Rules, 

•with tho iML if r* ^ '*®«'ose they were issued in connection 

revSJorfeS^ la'd down “not that the 

SIS bft m LSI to be fixed as one-half of tho net average 

tion tho Collectop ®®ets •with other data into considera- 

tion, tho Collector will bear in mind that about one half, and not 
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the land revenue per head of the population of 
Biitish India is under Ee 1 4 as. (Is. 8d ) ^ i 

4 TENANCY LEGISLATION* 

The object of the tenancy laws of the ffovein- ( 
ment in India is to protect the tenant against ^the ^ 
eSecl^ of '^ah unfair’^competition, and to secure to 
him the ' rights c qi^erred by custom^ . An a large 

two-thirds os before, of the wall ascertained net assets should he 
the GoTemment demand,’* and tho Rules do not prevent them 
from domandmg more than 50 per cent (3) The considerations 
which detcrmme the term of settlement are “ Where the land 
is fully cultivated, rents are fair, and agricultural production not 
liable to violent oscillations, it is sufficient if the demands of the 
Government are re adjusted once in thirty years, i e. once in 
the lifetime of a generation, and where the opposite conditions 
prevail, whore there are much waste land, low rents, and a 
fluctuating cultivation, or again where there is a rapid develop- 
ment of resources owmg to tho construction of roads, railways, 
or canals, or to an mcrease of population, or to a rise m pnces, 
the postponement of re-settlement for so long a period as thirty 
years is both injunous to the people, who are unequal to the 
stram of a short enhancement, and unjust to the general tax- 
payer, who IS temporarily deprived of the additional revenue to 
which he has a legitimate claim ” (4) To deny the right of the 
State to a share m the unearned mcrement of land would be to 
Eoirender to a number of mdividuals an mcrement which they 
had not themselves earned, but which had resulted partly from 
the actions of the Government and partly from a nse m the 
standard of civilisation (6) Tho aim of local taxation is the 
benefit of the commumty, and to place an absolute hunt to such 
taxation would bo against the mtorests of the people 
> Moral and Material Progress of India, 1914, p 28 
* Vide Baden-Powell, Land Systems of Bnttsh India and the 
Tenancy and Bent Acts of the different Provincial Ooiernments 
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propoition of the population is connected with the 
land, a Bummary of the legislative provisions relat- 
ing to land will perhaps be found useful 

We have already seen that landlord and ove^ 
lord rights grow up over, and often at the expense 
of, other lights in land As time goes on, some of 
the landlords become predominant, and the rest 
of the original landholders tend more and more to 
sink into non-proprietaiy cultivators or tenants A 
certain number of such tenants, however, succeed in 
assertmg themselves, and wresting fiom the land- 
lords permanent tenures 

It 13 very difficult to draw a line between the 


tenants who represent tho old landowners and those 
whoso position is due to contract I n Bengal 
and the Agra Provmco the legislature has avoided 
the difficulty by enacting a general rule that where 
any tenant Ims continuously held the same land for 
twelve years, he should be regarded in all cases ns 
an Occupancy Tenant In the Punjab and CudK, 
however, the twelve years’ rule does not apply; 
and m the Central Pronnees it is only applied in a 
special and limited way. But m these provinces a 
number of privileged landholders are recogmsed as 
sub-proprietors. 


of Bengal diiudes tenants mto 
three classes ( 1 ) Tenure-holders, ( 2 ) Eyots, and 

fil lyots, agam, are dmded mto 

(a) Byots holdmg at fixed rates (that is, either at a 

or a rate of rent fixed m 
p ^ mty), (5) Occupancy-iyots, that is, ryots 
a right of occupancy m the land held by 
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thorn , and (c) Non>occnpancy ryots There is, in 
addition, another class, nanioly Settled liyots, that 
is, those who hai o for a period of twelve yeais held 
as lyots lands situated in any village 

A^JCemucrlioldei js a person who .has acquired 
fiom a proprietor or from another temue-holder a 
light to hold land for the puipose of collecting rents 
or bunging it under cultivation by estabhshing 
tenants on it , and the teiin includes the successors 
in interest of persons who have acquiied such 
rights 

A Eyot IS a person who has acquired the light to 
hold land for the puipose of cultnating it by him- 
self or by moinbei-s of his family, or by hired 
servants, oi with the aid of partners , and the term 
includes the successors m interest of persons who 
have acquired such lights 

Undor-iyots are tenants holding land, whether 
immediately or mediately, under a Eyot 

In Bengal, rj ots at fixed rates are the highest i 
class of tenants, and Iiaie piactieally veiy much the ; 
same pmilegcs as the tenure-holder. The rent 
cannot bo enlianced and the holder cannot be 
ejected, except for some express hi each of the con- 
ditions of tenancy. All othei privileged tenants 
are grouped together as occupancy tenants The 
rest of the tenants are tenants-at-will, who have 
only the benefit of some protective piovisions, eff 
notice of ejectment of not less than six months, etc 
In the permanently-settled distncts of the Agra 
province, there aie certain tenants at fixed rates, 
just as in Bengal All other tenants, if they have 
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held the same lands for twelve years, are occupancy 
tenants Tenants of less standing are tenants-at- 
will. There is also another class, namely, ex-pro- 
prietary tenants, who are occupancy tenants m 
possession of land of which they had once been 
piopnetors , and they have the privilege of a reduced 
rent (whicli is usually 25 per cent, below that of 
ordinal}' tenants). 

In the Central Piovmcos, the landowners or 
Malguzar proprietora have a stiictly limited control 
over a large part of the tenautiy, both as regards 
raising of rents and ejectment. Ejectment of the 
tenants of the privileged classes can only bo effected 
by a deciee of court on vciy special giounds, and 
enhancement of rent is restricted. Tlie Central 
Provinces Tenancy Act mentions specifically absolute 
occupancy tenants who cannot be ejected for any 
cause whatever, and whose rent must be fixed for 


the term of settlement The next class is that of 
the mdtnary occupancy tenants The rights of this 
class, however, are not growing as in Bengal and 
the Agra Province. Tenants holding land as a 
remuneration foi village service are specifically 
recognised in this Act Ordinary (that is non- 
occupancy) tenants are protected in various ways 
In the Punjab, the occupancy right is purely 
of natural growth The Punjab law defines as 
Mcupancy tenants those who for two generations 
ave paid neither rent nor service to the propnetor, 
on y shares of the land-revenue, those who are 

founder and aided m the first clearing, and those 
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who had been revenue-assignees and had remamed 
in possession of the land These natuiallj-entitled 
classes are given different degrees of privilege 

In Madras, every tenant is allowed to have 
whatever pnvilege he can prove There is no 
artificial rule about the rate of rent or the limit of 
enhancement All conlaacts, express or implied, 
are enforced. If theie is no contract, the rate is 
to be that of the Government assessment, or, failing 
that, the customary rate of the locality Tenants 
in general can only be ejected pursuant to a decree 
of court, but they can always rehnqiush the land at 
the end of the year 

In Bombay, the holder of the land is either 
a direct occupant paying revenue to the Govern- 
ment, or is an inferior occupant paying rent to some 
superior In the latter case, if there is an agree- 
ment, the terms alone determine the features, lent- 
eharges, and habilities of the tenancy , if not, then 
the usage of the locality is referred to 

In Oudh, an attempt was at first made to intro- 
duce the policy of the Agra Provmce of ignonng 
the overlords and dealing with the villagers as 
proprietors, but after the Mutmy a settlement was 
made with the Talukdars This necessitated an 
elaborate senes of provisions as to the protection to 
be afforded to tenants m the Taluks The nghts of 
the tenants were recognised and protected by the 
tenant law of 1886, which ensured permanent 
occupancy to hereditary tenants, and the Inmtation 
of then rents « mo. 
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6 FAMINES BELIEF AND PEEVENTION. 


During the Hindu period of her history, India 
did not enjoy absolute immunily from fammes 
But judging from the infrequency of allusions to 
these calamities in the ancient Sanskrit works, as 
well as the testimony of foreign travellers,^ it would 
not be unsafe to make the assertion that famines 
were exceptional occurrences in ancient India 
When they did occur, adequate lehef measures 
were undertaken by the State Chanakya, m his 
Aothasastia, mentions the foUowmg among other 
remedial and relief measures (i) remission of taxes, 
(ii) emigration, (ui) the granting of money and 
grain from State funds, (iv) construction of artificial 
lakes, tanks, wells, etc., and (v) the importation of 
gram from other places * 

The historians of the Mahomedan period have 
left records of several famines, four of which were 
very severe The first occurred in 1343, when the 
well-meamng but half-insane Muhammad Tughlak 
was the sovereign of Northern India The distress 
was of a most acute character, but the Sultan was 
not dow to orgamse rehef measures on an extensive 
scale He “ ordered provisions for six months to 
be distributed to all the population of Delhi”® 


Megas^encs says “Famine has never visited India and there 
scarcity m the supply of nourishing food” 
(M Cradle, Anctent Indta as described by Megasihenes andAman) 
Kautilya, Arthasastra, bk 4, oh 3 

Officers inspected aH the 

halfiiTAn supphed to oveiy peieon provisions for 

half a year (Elliott, ntstoty of India) 
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During the reign of Alcbar, "theie was a scarcity 
of ram thioughout the whole of Hmdustan, and 
a fearful famme raged continuously for three or 
four yeais” The King ordered that alms should 
be distributed m all the cities , and Nawab Sheikh 
Fand Bokhari, being ordered to supermtend and 
control their distribution, did aU in his power to 
lelieve the general distiess of the people"^ The 
fifth year of the leign of Shah Jehan witnessed 
one of the greatest fammes recorded m history 
It afflicted almost the whole of India, and, m spite 
of the ngorous measures of relief adopted by the 
Emperor, a prodigious mortality ensued There 
was another great famme m the reign of Aurang- 
zebe James Mill thus wiites of the measures 
adopted to cope with this calamity • “ The prudence 
of Aurangzebe, if his preceding actions will not 
permit us to call it his humanity, suggested to him 
the utmost activity of beneficence on this calamitous 
occasion The, rents of the husbandmen, and other 
taxes, were remitted treasury of the Emperor 

was opened without limit , com wa s bqu glit m the 
provinces" where the produce was best, conveyed to 
tIios 0 TnwKichTt~waslnost defective, and distributed 
tothe'pe^le’at reduced pnces " 

“During "the rule of the East India Company, 

" India suffered, m one part or another, from twelve 
fammes and four severe scarcities”® The first of 
these was the dreadful calamity of 1770, “by which 
more than a third of the inhabitants of Bengal 

* Dowson, Exstcry of India 

® Report of Famine Commission, 1901, p 1 
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were computed to have bcea destroyed." ^ Although 
signals of the impending disaster had been received in 
1769, nothmg had been done to chech the famine, and 
even when distress became acute, no relief measures 
on an adequate scale were adopted ® In Madras, 1781 
and 1782 weie years of severe scarcity, and in 1784 
a severe famine devastated the whole of Northern 
India A di ought in Madras and Hyderabad m 
1791 was followed by on intense famine the next 
year It was on this occasion that relief-works 
were first opened by the Madras Government for 
the support of the famine-stnclcen. In 1802-3 a 
failure of rams led to famine in Bombay and 
scarcity in Madias, which were followed the next 
year by a widely extended famine in the North- 
Western provinces and Oudh The measures adopted 
on this occasion consisted in making remissions of 
the revenue, in giving loans and advances to land- 
owners, m offenng a bounty on all gram imported 
into Benares, Allahabad, Cawnpore and Fatehgarh 
In 1806-7, there was a severe scarcity m some 
districts of Madras® The next gieat famme was 


^ James JliU, History of India 

®Tho price of common rice rose from 40 scors per rupee to 
3i seers In the plentiful year of 1714, coarse nee had sold at 120 
seers the rupee, and wheat 90 seers Vide Col Baird Srmth’s 
Iteport, Sect n , p 29 

This scarcity gave the occasion for a discussion regardmg 
in er erence with private trade The Government at the outset 
eo are agamst any mtorfcrencc, but in the end they conceived 
1 necessary to purchase gram, guaranteemg a muumum price 

i! ‘'f non-intervention m trade was 

followed in 1812 18 and 1824 25 
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tlmt of 1633, knovn an the “Guntur fnmme” It 
aficel^d tlio noithoin districts of Madras, and parts 
of tlio Southern lifalirattn country, and of Mysore 
and nydernbad Tho soveritj' of the calamity was 
not recognised b\ the Govomnont till it was too 
late, with tho result that 200,000 poisons died in 
Guntur out of a population of 500,000^ In 1837 
there was a seioro famine in Upper India Public 
works were opened at sevoral centios, but the work 
of relieving tho helpless and the infirm was left in 
the hands of tho charitable public Tho mortality 
was gieat, and tho oxtroimty of suffering endined by 
tho people was such as to leave behmd a wide- 
spread and lasting recollection of the horrors of the 
calamity.® In 1854, a famine, severe, though limited 
in area, visited Northern Itladrns 

Since tho transfer of tho administration of India 
from tho Company to tho Grown, there have been 
Ion important famines, besides a large number of 
severo scarcities Tlio first famine occurred m 
18G0-61, the chief area affected being that between 
Delhi and Agra This was tho first fammo in 
British India during which poor-houses were used 
ns a means of relief , and it was also the first occasion 
on which the authorities thought fit to enquire into 
tho causes, area, and intensity of the famine, as 
well as tho measures to bo adopted to cope with 
distress. Col. Band Smith being placed on deputa- 
tion for tho purpose A drought in 1866 w'as 
followed tho next year by a severe famme The 

* Report of Famine Commission, 1880, p 10 

* Riport of Famine Camtmsston, 1880 
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calamity fell with the greatest intensity on Onssa, 
hence its name, the " Orissa faramo ” ; but it also 
aifected Madras, Northern Bengal and Behar. The 
officials, altliongh forewarned, Look no stops to meet 
the approach of the calamity, so that when it came 
they were absolutely helpless It was estimated 
that about a million persons died in Orissa alone 
A year had hardly elapsed before Northern and 
Central India i\as visited by one of the most wide- 
spread and grieious famines on record Tlie con- 
ditions More the worst in Baiputana and Central 
India, wlierc there was an entire loss of crops as 
well as of fodder and grass, besides a dearth of 
water, and to add to the miseries of the people, 
an epulemic of cholera broke out and spread in all 
diiections Prompt action was taken by the 
Government to relieve distress, but the relief given 
was hardly commensurate with the magnitude of 
the distress, and there was considorahle loss of 
life 

In 1873, Behar and the eastern distncts of the 
United Provinces were affiicted with a famine 
The Bengal Government, however, took prompt 
action, and earned out relief measures on a scale 
and with a thoroughness which had neier been 
equalled before The total cost of the rehef 
measures amounted to nearly 10 crores Tlie great 
famine of 1876-78 was, in respect of the area and 
the population affected, as well as the duration and 
the intensity of the distress, the most gnevous 
calamty expenenced smee the beginmng of the 
nineteenth century It affected Madras, Bombay, 
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the United Piovinces and the Punjab. The rehef 
measures on this occasion were insufficient and 
impeifectlj organised The Government refused to 
recognise their responsibility for saving human lives, 
and declared with cynical calmness that “the task 
of savmg life, irrespective of cost, is one which is 
beyond their powei to undertake, and that in the 
mterests of the distiessed population itself, as weU 
as of the taxpayers generally, the Government of 
India was hound to adopt precaution agamst in- 
dolence or imposition.”^ Small wonder that a 
fearful mortahty was the result of the adoption of 
such a policy ' 

Between 1878 and 1896, there were two fauunes 
and five scarcities, all of them of a more or less local 
character The great famine of 1896-97 affected 
almost every province, though in varymg degrees 
of intensity, the population sorely afflicted bemg 
estimated at 34: milhons In addition to the open- 
mg of puhhc works at various centres, gratuitous 
relief was given extensively, and m many parts of 
the country people weie reheved m their own 
homes The rehef operations were conducted with 
a fair measure of success, except m the Central 
Provmces where the death-rate lose very high above 
the normal ^ The total cost of relief measures was 
7 27 crores * 

1 Vide Report of the Famine Commtmon, 1901 

* Famine Commission Report, 1898, p 196 

® “ Relief was given to 821 millions of persons at an average 
cost of 1 42 annas a day for each person reheved ” (Report of the 
Famine Commission, 1898) 
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Following closelj upon tins caino another calamity 
of the severest type, namely, the famine of 1899-1900 
The area and population affoetccl were, roughly, 
189,000 square miles and 28 milhons respectively. 
The authorities failed and, m some cases, refused to 
open relief ivories m the early stages of the famine; 
and when they wcie opened, such vast numbers came 
on them that the sjstera almost completely hrolcc 
down in many cases The total expenditure amounted 
to 10 crores, and the excess of mortality ovei the 
normal was 1,236,856. Several famines and scar- 
cities of a local character occurred after 1900, those 
of 190G-7 and 1907-8 being the most important. 
It was not, however, considered necessary to adopt 
any laige schomo of relief on any of these occasions 
From this brief sketch it is evident that famines 
ire frequently rccurnng calamities in 'India, ft 
svas estimated by the Famine Commissioners of 1880 
shat, on an average, there are two bad BO.ason8 to 
seven good, and one-twelfth of the population may 
be approximately taken as the portion affected by 
each famine Some provinces are more liable to 
these calamities than others, but hardly a year 
passes m which some part or other of tho country 
oes not, m some degree, suffer from a famine or a 
scarcity The more important famines come at 
irr^i ar intervals,' though not without warning 
e first signal of an approaching famine is a 


l>een enggeated that famines occur m 
of fiin'r. ** * i ^ ^niimssion of 1880 remarked, oiir knowledge 
Buch cydes ^ famines does not enable us to calculate 
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failtirc of rains, followed by a failure of crops Prices 
rise high, and tho less efficient among the labourers, 
finding no employment, swell tho lanlcs of beggars 
At the same time there is a contraction of ciedit and 
of pn\ato charity. Theft and robbeiy inciease, and 
a general restlessness is visible among the people 
There is also adcterioiation in tho health of the people, 
which often leads to epidemics of a serious kmd. 

In order to cope with famines, all the provinces 
have their Famine Codes,' which, diffeiing in minor 
details, pgreo in all essential matters They pre- 
scribe tho prccautionar) or preparatory arrangements 
l-o be pornianently maintained in ordinary times, and 
tho steps to bo taken when the information received 
indicates the imminence of scarcity or famine 
They also lay down tho duties of all officers con- 
cerned when famine or scaicity is actually present, 
and the vanous measures of relief to bo adopted 
As soon as the Local Government are able to 
read the fiist signals of an appioaching famine or 
scarcity, it is their duty to take the necessary steps 
foi meeting it Tlie Famine Commissions recom- 
mended a plan of work which may be bnefly described 
thus ; Dunng tho first stage ^ 

(i) liberal advances should be given for the con- 
struction of temporary, and the repair of permanent, 
wells, and for other village improvements , 

(n) non-official co-operation should be enlisted 
and tho organisation of public chanty should be 
vigorously taken in hand , 

* In 1883, tho provmoinl fnmmo code's were first promnlgatcd 
Sinoo tlion, they have undorgono sorornl reyisions. 
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(lu) liberal advances should be given for the 
purchase of seed for the ensuing crop 

leheve supplied with funds to 

leiieve wanderers in distress , 

BhoM “'J Voor-hoxmB 

be Lgun? suspensions of revenue should 

(vii) rehef circles should be organised and the 
necessary inspections should be made 

ner^HP^rlTT'^ be 'drawn up of 

persons ehgible for gratuitous relief , ^ 

fodder or dn^t tbreatenings of a scarcity of 

foSer P"™‘" enterprise to import 

toddffl to develop the wator-suppK ^ 

bat to St ^ fe^ee, 

but to Sad out not to relieve haager, 

the numbers* atteml? ” ^^rectly 

further rehef measurS 

should be convpr^or^ necessary, test worlra 

tbe backbone of /ehef works, which are 

who appl7L^*"““-^^‘'f “dnaaishation M 

“*mtto®toreit7orTand%°'v™''7® ““ '» 

be graduated aooorduiB to 

end physical regairemmL 'fP?**™ strength 

ciple of the fanme xrnaJ 4 - 1 .^^® fundamental prm- 
sufficient to maiutam 7 77 

Edict works should he ofTl , 7"’'* P™ 
and village works Thor wo kinds, puhlio woiks 

the control ol the Puhhf^'' ““<*er 
fthhc Works Department, and 
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vroxild engage largo numbeis of people. The latter 
would be under the revenue authorities and would 
be local works of use to a particular village or group 
of villages 

The distribution of gratuitous relief should also 
begin when test works are converted into relief 
works, and care should be taken to see that all 
persons entitled by the Code to receive it are 
brought upon the list These are persons having 
no relatives able and bound to support them, who 
are incapacitated by physical infirmity, or by their 
presence at home being necessary to attend on sick 
or infant children, from earning a subsistence on 
relief works 

Poor-houses also should at the same time be 
started at all convenient centres for the reception 
of persons unfit to work, who either have no homes 
or cannot conveniently be sent to their homes, and 
of persons in need of rebef who, though fit, refuse 
to labour^ 

Of the minor measures of relief, the most impor- 
tant is that of kitchens, intended mamly for the 
dependents of persons engaged on the relief works 
The other measures are (a) gratmties or semi- 
gratuitous rebef to piirdamshin women, (5) relief 
to respectable men, (c) relief to artisans, (d) rebef to 
weavers, and (c) temporar}' orphanages 

Before the rams break, and m time for the 

*Tho Fammo Cbmimssionors of 1901 observed in this con- 
nection • “ Wo wero struck by the failure of the local officers in 
Bombay in this respect a failure which was one of the 
causes of the groat mortality m Gujrat ” {Seport, p 20) 

IB s 
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prudent ueo of the money, large talavi advances 
should be given for cattle and seed, and Charitable 
Fund donations should bo distributed. At the 
beginning of tho monsoon, people may bo induced 
to leave the relief works, pronded the necessary 
pressure is used with tho greatest caution and safe- 
guarded by a laigo extension of gratuitous relief. 
After the necessity for State relief has completely 
ceased with tho growth of now crops, all relief 
operations should bo closed 

The rules recommended by the several Famine 
Commissions and embodied in tho Famine Codes 
leave veiy little to be desired But in practice the 
success of operations depends very largely upon tho 
foresight, enoigy, and 8}'mpathy of tho executive 
officers of the Government In tins connection 
three things are neccssar)'' to be borne in mind : first, 
that it IS desirable to take stops for warding ofl’ a 
calamity, if possible , secondly, that it is ultimately 
economical to start relief opoiations early, and 
thirdly, that for preventing loss of bfo and preserv- 
ing the health and strength of the people, rehef 
ought to be given liberally 

We ought not, bouever, to rest content with 
mere palliatives Prevention is always better than 
cure, and it would certainly be wise to find out 
the root-causes of these calamities and to adopt the 
necessary preventive measures Of course, the 
most obvious and direct cause is di ought, that is to 
f Boy the late commencement, or insufficiency, or 
early cessation of the monsoon rams Disforesta-^ 
_been pronounced by experts as a caus e o^ 
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insufficient rainf^ ; and a more perfect system of 
affoiestation tfian has hitherto been practised will, 
it IS believed, go a long way towards preventing 
drought The artificial supply of water by means 
of irrigation is of even greater importance, and 
although much has been done in tbis mattei, there 
is stall room for more work The Eamme Commis- 
sioners of 1901 said* "All provmces do not, indeed, 
present practicable schemes for the construction of 
great canals, but the possibility of smaller pro- 
tective works has in no provmce been exhausted, 
while in some provinces they have as yet hardly 
been exammed For storage tanks, reservoirs, and, 
above all, irrigation weUs, the scope and the necessity 
are very great” Improved methods of agnculture 
and the adoption of a system of " dry cultivation ” 
are also needed to ensure the production of crops. 
Sometimes, crops are destroyed by floods, agamst 
which an efficient system of dramage is the only 
safeguard Insect pests have also been known to 
be destructive to crops, but with the aid of science 
to be very difficult to check this evil 
as these physical causes are, the chief 
cause of fammes is an economic one Drought or 
excessive ramfall may be responsible for the m- 
sufficient production of crops in certam areas, but 
the mam reason for the heavy mortality and the 
intense sufifenng which accompany a failure of 
crops IS to be found m the fact that the people 
have no reserve power The Famine Commis- 
sioners of 1880^ held that there was enough food 
^ Bcport of Famine Commission, 1880, p 69 


it ought not 
"^Important 
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in the country to feed the entire population, even 
in the worst years, and the Famine Commis- 
sioners of 1898 concurring in this view, remarked, 
"We think that the surplus produce of India, 
taken as a whole, still furnishes ample means of 
meeting the demands of any part of the country 
likely to suffer from famine at any one time, 
supposing such famine to be not greater in extent 
and duration than any hitherto expenenced.”^ JTh®- 
calamities which devastate the country from, time 
to time are not^ therefore, crop famines, but jnoney_ 
famines ^It is not the lack of food which the 
peo^e suffer from, but the want of resources with 
which to buy food Spealang of the poverty of 
the cultivator, the Famine Commissioners of 1901 


said, "In good years he has nothing to hope for 
except a hare subsistence; m bad years, like last 
year, he falls back on public charity.” But there 
IB a class of persons whose condition is much 
worse than that of cultivators, namely, the landless 
labourers This class is, m fact, the first to succumb 
to the effects of a famine. And it is not only these 
sections of the eommumty but almost all sections that 
are affected, in a greater or less degree, by famines 
Whatever differences of opinion may exist about 
the improvement in recent years of the material 
condition of the people, that there is stiU a dense 
mass of poverty is admitted on all hands Now 
t 18 general poverty can be traced to several causes 
e ^eat bulk of the people are dependent on 
agriculture, and agnculture as a profession is not 
1 B.epoiX of Famine Commission, 1898, p 368 
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80 remunerative as manufactures are Most of the 
old handicrafts have died out, and only a few 
modern industries have as yet been established 
The population of the country has considerably 
increased, hut it has not been accompanied by a 
proportionate increase in the wealth of the 
country Again, a costly 83 stem of administration 
has necessitated the imposition of a heavy burden of 
taxation, and the annual dram of wealth leaves 
the country poorer and poorer as one year succeeds 
another Lastl)', litigation, the custom of early 
marriage, and those social habits which prompt 
improvident expenditure in ceremonial functions, 
add largely to the misenes of the people 
'' '^Several measures can he suggested for combating m 
the poverty evil Besides introducing improve- p" 
monts in the method of agriculture and extending 
the cultivated area, every effort should he made 
.to diversify the occupations of the people The 
Government and the people should join hands m 
estoblishing manufactures of vanous sorts, — ^large- 
scale industries, as well as small handicrafts and 
cottage industnes As Sir H. S Cunningham said, 

“ The direct, deliberate and systematic promotion of 
industrial enterpnse is not a less important duty, 
and its thorough recognition by the State would, 

I believe, he the most important admmistrative 
reform of which the Indian system is capable ” A 
reduction of public expenditure and of the amount 
of the annual dram is urgently needed so as to 
make a reduction of taxation possible Greater " 
moderation m the assessment of the land revenue. 
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together vn.th less rigidity in its collection in bad 
years, and, if possible, a definite lunitation of the 
share of the State in the income denved from fte 
land, ndU ensure to the cultivator the frmts of his 
labour and greatly improve his economic condition 
Emigration, if properly organised, will appreciably 
help to relieve the pressure of the population on 
the soil The extension of co-operative credit will 
be very useful in cheeking indebtedness and pro- 
moting thrift among villagers The establistaent 
of Arbitration Courts inU decrease ruinous htiga- 
tion ^d, lastly, it is to he hoped that the leadera 
of society will take active steps to root out ewi 
customs, wherever prevalent. 

In some quarters there is a tendency to regar 
the famme question as identical with the question 
of unemployment A famine does, no doubt, thron? 
workers out of employment; but, unlike the imem- 
ployment which one finds m England and Germany, 
it affects miUions of men, and the magnitude of the 
distress which ensues is unimaginable in modem 
Europe Hundreds of thousands of people succumb 
to starvation or to diseases which lie in the wake 
of famines, and those who are left hehmd remam 
m a condition more miserable than before, — tbeir 
resources cnppled, health shattered, a-^djcapacrt^ 
for work greatly impaired. A famine also means 
much to the Government Loss of revenue and 
mcrease of expenditure combine to dislocate its 
finances It would be extremely unwise, therefore, 
to mminuse the importance of this serious question. 
And if science and state efforts have succeeded m 
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making famines an impossibility m modern Europe, 
there is no reason why they should be allowed to 
contmue their ravages m India 

6 CO-OPERATIVE CREDE 

Credit IS an absolute necessity in all agricultural 
countries, and this is especially the case in India 
Easy and cheap ciedit, however, has a great danger 
It may lead to reckless borrowing, which would 
mean the ultimate rum of the borrower In order 
to supply the agriculturist with easy and cheap credit, 
at the same time elimmatmg the danger of reckless 
borrowing, philanthropists in Europe tried various 
schemes about the middle of the last century Of 
these, the schemes of Eaiffeisen and Schulze-Dehtzsch 
have proved the most successful Many years ago, 
Sir William Wedderburn, Mr Justice Eanade and 
other statesmen advocated the estabhshment of 
credit mstitutions in India on the lines of these 
societies. In 1892, the subject attracted the 
attention of the Government of India, and they { 
appomted Mr (afterwards Sir) Eredenck Nicholson s 
to enquire and report on the matter His Eeport * 
was submitted m 1895. He said m the Eeport; 

“ The lesson of universal agricultural history is that 
an essential of agriculture is credit Neither the 
condition of the country, nor the nature of the land 
tenures, nor the position of agriculture, affects the 
one great fact, that agricultunsts must borrow. 
This study assumes as aiaomatic that the peasantry 
of India have, by the very conditions of their 
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existence in tenure, to borrow and borrow freely, 
annually, and continuously.”^ 

The State or Central Banks, would of necessity 
be situated far away from the village, and thus 
would not possess the advantages which are 
possessed by Village Banks.* They are: 

(i) Absolute proximity to the borrower. 

(ii) Their ability to excite local confidence and 
conseq[uently to draw in local capital. 

(ui) Their exact knowledge of the chents and 
their mfluence over them as co- villagers 

(iv) Their abihty to work cheaply — almost 
gratuitously — and thus to provide cheap credit 

(v) Eetention of local capital and all profits 
thereon withm the village 

(vi) Their ability to act as agents and brokers 
for their members in the sale of produce and 
purchase of necessities. 

(vii) Their capacity for acting as village granaries 

(vui) Their abihty to act as intermediaries 

between the State and the individual m agri- 
cultural or industrial developments, or in times 
of seasonal stress 

(ix) Their power of influencing borrowers towards 
the true use of credit and of watching the utilisation 
of loans in accordance with contract 

(x) Their abihty to prevent fraudulent default 

(xi) Them steady educative influence m matters 
of thrift, association, and self-help 

\v co-operative societies m Europe, see 

Wolff, People's BanU 

* Vtde Sir E Nicholson’s Report 
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(xu) Their tendency to develop hig h forms of 
individual capacity, public life, and natinnal 
chaiacter 

When the Government of Iridia became fully 
convinced of the benefits of such institutions, the 
Co-operative Credit Societies Act was passed in 
1904, with the hearty approval of all sections of 
the community This Act divided the Societies 
mto (1) Central, (2) Urban, and (3) Eural. The 
Act of 1912, however, substituted for the distmction 
between Urban and Bural Societies the division of 
Societies mto (i) those with Limited Liabihty and 
(u) those with tTnlimited Liabihty Under its 
provisions, unless the Local Government by general 
or special order otherwise directs, 

^ , (i) The habihty of a society of which a member 
* a society is limited , and 

(u) The habihty of a society of which the object 
IS the creation of funds to be lent to its members, 
and of which the majority of the members are 
agncultunsts, and of which no member is a 
registered society, is unlimited 

The conditions of registration are (i) that not 
less than ten persons can form a society, (u) they 
must be above the age of 18 years, and (ni) they 
must either reside m the same town or village or 
group of villages, or must belong to the same 
tribe, class, caste, or occupation 

The management of these Societies is democratac 
It is in the hands of the members themselves, who 
appomt from their own body a Committee to do the 
woik for one year The members of the Managmg 
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Comraitteo receive no reran noration for their work 
No member lias usually more than one vole; 
but vhere the liability is limited, a member may 
have more than one vote, if prescribed by the 
bye-laws 

The accounts of oveiy Society are audited by, 
or by order of, the Registrar, who at all limes has 
access to all the books, accounts, papers, etc 

'Hie mam privileges of these Societies aic t 

(а) 'ITiey are bodies corporate, tlint is to say, 
they have perpetual succession, common seal, legal 
right to make contracts, etc. 

(б) A registered Society is entitled in pnority to 
othoi creditoia to enforce any outstanding demand 
due to the Society from a member or a past mcrabor 
(subject to any prior claim of the Government in 
respect of Land Koienuo). 

\^{c) The shares are not liable to attachment 

(d) On the death of a member, Ins share is 
transferred to his heir. 

(e) The Societies may be exempted from the 
payment of income-tax, stamp duty, and registration 
fees. 

As the members have privileges, they have 
liabilities. These liabilities are limited or unhmited, 
accordmg to the class into which a Society falls 
A past member is liable for the debts of a Soeiely 
for a period of two years, and the estate of a deceased 
Hi6tQ.D6r is li&blo for ono ycn-r 

There are certain restrictions on lending and 
orrowmg. Uo Society with unlimited liability 
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is permitted to lend money on the seenrity of 
movable property The Local Government may 
also impose other restrictions Borrowing must be 
made to such an extent and under such conditions 
as may be prescribed by the bye-laws 

The funds of the Societies may be invested in 
the Government Savmgs Banks, in any of the 
institutions prescribed by the Indian Trusts Act, 
in the shares or on the secunties of any other 
registered Society, with any Bank or person approved 
by the Eegistrar, or in any other way permitted by 
the bye-laws 

No part of the funds may be divided by way of 
honus or dvmdmd or otherwise among its members , 
provided that after one-fourth of the net profits 
in any year has been carried to a Bcs&rve Fund, 
payment from the remainder of such profits and 
from profits of past years may be made among the 
members to such extent and under such conditions 
as may be prescribed by the bye-laws, provided 
also that in the case of a Society with unhmited 
liability, no distribution of profits may be made 
without the order of the Local Government Such 
Societies may, with the sanction of the Eegistrar, 
after one-fourth of the net profits has been carried 
to a Eeserve Fund, contnbute an amount not ex- 
ceeding 10 per cent of the remaining profits to 
charitable purposes 

In order to finance the Co-operative Credit 
Societies, a few Central Banks have been started, 
but many more of such mstitutions are wanted. 
They brmg mdividual Societies mto touch with the 
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general money market and also serve as distributing 
centres for their balances The Government also 
lend money to these Societies at low rates of 
interest 

The Eesolution ' recently pubhshed by the 
Government of India shows that the Co-operative 
movement has taken firm root in India In the 
words of the Eesolution, ten years ago there was 
nothing beyond a few scattered experiments to 
indicate the presence of the Co-operative movement 
in India to-day there are over twelve thousand 
Societies, with nearly six hundred thousand members, 
and with a workmg capital of over five crores of 
rupees There has been a bnsk demand for the 
creation of new Societies, but it has been found 
advisable to move with cautioos steps It is true 
that there is still only one agncultural Co-operative 
Credit Society in India for every 20,000 of the 
population engaged m agriculture, whereas in Italy 
there are 18, and in Germany 52, but it must be 
remembered that the movement in India is still 
at its beginmng 

In respect of economic benefits, it has been 
calculated that in mterest alone the agriculturists, 
takmg loans from the Co-operative Societies 
mstead of from the village money-lenders, are even 
now savmg themselves from the burden of at least 
20 lakhs of rupees per aimum , and there is no 
reason why m a few years this figure should not 
multiply itself several times over Besides, with 
the progress of Co-operation and with credit 
* QazdU oj Indin, dated Jane 27 , 1914 
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democratised, monoj that had lain, in hoards 
has been produced and placed in deposit, capital 
that would otherwise have been inaccessible 
has come into tlie, hands of the agriculturist, and 
old debts have been paid and old mortgages 
have been redeemed. Co-operation has placed 
within reach of the cultivators cheap manures 
and implements, it has tended to help the im- 
provement in the breed of cattle, and it has 
pronded the means by which useful information 
can pQ disseminated. 

The intellectual and moral benefits have also been 
immense The need for signing promissory notes 
and of keeping accounts has led to a demand for 
literacy. The enterion for admission mto these 
Societies being a man’s character, they have m- 
fluenced the conduct and behaviour of the members 
They have promoted thrift The fact that the 
members are responsible for the payment of each 
other’s debts, has acted as a powerful check on ex- 
penditure for unproductive purposes Self-restramt, 
punctuality, straightforwardness, self-respect, and 
discipline have been encouraged In some places, 
litigation has markedly decreased Li others, funds 
have been used to start schools, to provide scholar- 
ships, to supply drinlnng water, and to clean roads 
The managmg bodies have frequently been entrusted 
with the arbitration of disputes and with other 
duties which belong to panchayets, and there is 
some reason to think that the contmuity of aim 
and solidarity of feeling inherent in the movement 
may lead to a revival of the coiporate village life 
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wliich has been so much weakened hy the diainte- 
grafemg influence of modern times' 

A proposal has been made that Bliarmagolas 
might bo registered under the Co-oporativo Credit 
Societies Act Sir Daniel Hamilton suggests that 
the cultivators or the zemindars might provide the 
grain capital necessary to set the dJiarmngola agoing. 
The gram would bo lent out at a gram rate of 
interest, the profit with the original grain being 
dumped into the gola for the benefit of the village 
"The Dharmagola/' says Sir Daniel, "might in time 
be developed into a village grain store in which 
the villager could deposit his crop and draw 
advances thereon at a reasonable lato of interest, 
instead of, as ho now does, throwing his entire crop 
in a lump on the market or into the hands of the 
friendly Bunia, and getting the low price which 
must result from the whole of the crop being 
dumped on the market at one time.” 


7 STATE bane: \ 

The proposal for the establishment of a State or 
Central Bank in India has been the subject of 
considerable discussion in recent years Germany, 
France, Japan, Bussia, and many other civilised 
countries have their State Banks, and the estab- 


» Sir ]^ea Lely m his Note for the Indwtnal Conference, 1006, 
aaid, Ab tno old Engbsh guilds havo been socccodcd by fcbo 
modem IViondly Sooiotics. bo from tho villago communo may 
amo a brotherhood which shaU harmoniso tho modern bomo of 
mdividnal right with tho need of mutual help ” 
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lishment of a Cential Bank is now under considera- 
tion for the United States Why then, it is asked, 
should India be without a central banking institu- 
tion under the control of the Government? The 
following advantages, in the opmion of the advo- 
cates of the scheme, are likely to accrue from such 
an institution : ^ 

1. To the Government* 

(i) The existmg " Independent Tieasiuy System,” 
by which, whenever the Grovemment balances are 
swollen, dehberately or not, large sums are taken 
off the Money Market, is done away with by the 
removal of the cause of this system, namely, the 
absence of a laige public or semi-public institution 
with which large balances could be safely and pro- 
perly deposited, together with the difficulty of 
employing Civil Servants in a pohcy of discretionary 
loans out of the balances 

(u) The objections to holdmg large sums at loan 
for short periods in the Iiondon Money Market are 
avoided by the method of deahng with sterhng 
resources through this Bank 

(m) A Bank, responsible for the management of 
the note issue, has greater opportumties than are 
open to Government for pushmg the circulation of 
notes and for popularising them by an mcrease in 
the facilities available for convertibility 

(iv) The responsibihty of Gkivernment officials 
for a variety of financial and semi-financial business 
is greatly reduced by handmg over to a Bank all 

’‘Vide Annexe to (he Iteport of the Chamberlain CommtsstoTi, 
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questions of balances, note issue, remittance, and 
loans on the London Market. ' 

(v) The Government has at its command the 

services of officers of the highest position, trained 
m financial and banking business, instead of Civil 
Servants who, however full of adaptability and 
inteUigence, have been selected and teamed mainly 
for other purposes. ^ 

(vi) A buffer is placed between the Seoretaiy of 
State and vexatious criticism on small details of 
financial busmess. 


II. To the business world 
(i) In addition to the partial release of Govern- 
ment balances through their deposit in a central 
mstitution, a considerable amount of funds is made 
available by the reform of the note issue 
(n) The present wide fluctuations of the bank 

mnv normal high level in the busy season 

may be somewhat moderated. 

of mcrease of branches, which the union 

mote wnnW^^ banking business should pro- 
to many parte^nf banking facihtiea 

entirelv ^ ^dia, where they are now almost 

“-I ■ 

be beUt oo-oprato™ 

re-duoonnt 

immediate futere ” importance in the 

development of T S^eatly aid the eventual ' 
able Imes which S' on the most desir- 

ovolved nropean experience has so far 
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III To the people 

It IS expected that the proposed State Bank 
will be of much benefit to the people, for it 
will help the development of Indian Jomt-Stock 
Banks and will finance the Co-operative Credit 
Societies 

The objectors, on the other hand, pomt out the 
following dements of the proposal ^ 

(a) There is, first, the difficulty of choosmg a 
place for the head office of the Bank, If one of 
the Presidency towns be selected, the others will 
not tolerate the Bank If Delhi be made the head- 
quarters, it will be out of touch with the Indian 
financial world 

(&) In a vast country Wee India it is impossible 
to manage and control banking business fiom one 
centre The various provmces have different 
methods of credit and different ways of carrymg 
on their busmess. 

(c) Ear from lightemng the burdens of the 
Government, it W'lU mcrease them In times of 
financial crisis, it will create great difficulties, for 
the Government would find itself saddled with 
responsibiliiy unaccompanied by control 

It wiU create disputes between the Govern- 
ment of India and the Secretary of State 

(e) It would mean the rum of the Exchange 
Banks, which have so far handled the busmess and 
the tiade of India well and economically 

* Thoso woro somo of tho objections taken by Sir Shapurji 
Broacha, one of tho members of the Chamberlam Commission 
Vide Capital (Calcutta), March, 1014 
I r T 
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The opinions of expeits seem to bo almost 
equally dinded on the question of the desirability 
or otherwise of a State Bank. Mr. J. M. Keynes 
and some other economists are in favour of the pro- 
posal, while eminent financiers like Sir Guy Fleetwood 
Wilson, Sir Felix Schuster, and Lord Inchcape are 
against it Sir Guy considers the difficulties and 
dangers very great, and says, “ You would increase 
friction, and you would render the position of the 
Finance Minister nearly untenable" Sir Felix 
Schuster does not think that the State can delegate 
certam responsibilities and duties to any Bank Lord 
Inchcape is very strongly of opinion that “ there is 
nothmg to be gained either from the point of 
view of the Government or from that of the trade 
of the country” The attitude of the Government 
of India towards this question, m the words of 
Sir James Meston, is that it is "for the time being 
outside piactical politics” The Chamberlam Com- 
mission say in their Beport, "We are not m a 
position to declare either for or against the estab- 
lishment of a State or Central Bank, but we regard 
the subject as one which deserves early and careful 
consideration ” 


8 RAILWAYS 

UnW the time of Lord Dalhousie, the construc- 
radways m India was neglected. After 
e epoy utiny the strategic importance of rail- 
nvJna realised, and railway construction 

pr ceeded at a very rapid pace. The following 
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table gives the length of railway lines open on the 
31st March, 1913, together with the capital outlay 
on them : 


Iiengih ot Total Capital 
Lino OuUa; 


All Qaugea 

Miles 

£ 

St«to Lncs TTorkcd hy tlio State 

7,023 

84,372,200 

State lines worked by companies • 

18,318 

194,276,600 

Companies’ Imes guaranteed under 



modem contracts - - - 

32 

201,267 

District Board’s bnes ... 

155 

472,733 

Assisted companies* bnes 

3,807 

17,485,633 

Unassisted companies* lines - 

69 

122,867 

Lines owned by Native states and 



worked by compames 

2,056 

10,363,633 

Lmes owned by Native States and 



worked by State railway agency 

257 

1,042,867 

Lmes owned and worked by Native 



States 

1,808 

4,295,200 

Bmes m foreign temtory 

74 

1,307,867 

Total of all Railways, 1912-13 - 

33,690 

313,939,667 


Though the pnmaiy objects of the construction 
of railways were strategic and admmistrative, their 
economic effect has been immense Cheap, easy, 
and quick commumcation enables the surplus popu- 
lation of congested areas to move to the more 
thinly populated parts of the country where labour 
alone is needed to make the soil yield bountiful 
harvests There the people can turn their labour 
to better account and command higher lates of 
remuneration The railways have helped to equalise 
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to a large extent prices in the different parts of the 
country. Under their influence, the whole of India 
18 fast tending to become one market for the more 
important articles The value of railways is most 
realised in periods of famine Famines are rarely 
universal throughout India Gcneially, they affect 
particular tracts, and it often happens when one 
area is suffering, another has an abundant harvest 
Now the railways have made it possible for the 
deficiency of the former to bo made good out of the 
surplus of the latter They thus greatly help m 
mitigating the suffonngs of the staning population 
Besides, the railways have given a great impetus to 
the economic and other activities of the people 
The mfluenee of railways on the moral and social 
life of the people has also been considerable Tlieir 
political effect is seen in this that they have made 
possible an efficient system of centrahsed adminis- 
tration 

On the other hand, by facilitating export, they 
have caused prices to nse, and by promoting the 
importation of foreign goods they have hastened 
the decay of indigenous industries Besides, the 
obstruction caused to natural drainage by high- 
level railroads and the formation of water-pools on 
both sides of the Imcs, have most prejudicially 
affected the health of the people 

Some of the railways were constructed by the 
State, but most of them were built by private 
companies under the State guarantee of an 
mterest of 6 per cent per annum. In certam 
cases, the Companies received assistance from the 
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State m the shape of free use of land and other 
concessions 

Until the year 1896, the railways had to be 
worlced at a loss, and the total deficit amounted 
to 61 84: crores But aftei that year they began 
to be more profitable, and in 1912-13 the net 
earnings of all Indian railways produced a return of 
6 48 per cent on the total capital outlay on open Imes 

As 1 ail ways now connect the different paits of 
the country with one another, Indian pohticians 
are of opinion that no more hnes should be con- 
structed either by the State with borrowed funds 
or under the guarantee system As the capital is 
mostly raised in Europe, India has to part with a large 
sum of money every year in the shape of the 
interest and profit of such undertakings It is, 
tlierefore, urged that the future construction of 
railways be left to private, and, if possible, local 
enterprise, and that State funds be apphed m 
a larger measure than has hitherto been the case, 
to irrigation 

A few words may be said here about the advan- 
tages and disadvantages of the State ownership of 
railways The points in favour of such ownership 
are 

(i) Profits accrumg from railways help to swell 
the State income , 

(ii) On State-owned railways the convemence 
and the safety of passengers aie first consideration , 

and (ill) Bates are fixed on a fair basis, and may, 
whenever necessary, be so adjusted as to help the 
economic development of the country. 



294 ! 


INDIAN ECONOMICS 


The ob]ections are 

(i) The fear of uneconomical management owmg 
to the want of mteiest on the part of the railway 
officials, and 

(u) The apprehension that State inteifercnce with 
industry may be prejudicial to industry itself. 

Complaints aie often heard about the manage- 
nent of Indian railwaya It is said that the policy 
)f railway officials is exclusive, that sufficient regard 
8 not paid to the convenience of passengers, and 
ihat Indians are excluded from the higher branches 
if railway service But a more serious complaint 
s that in framing their goods tariff, the railuay 
luthonties quote diffeiential rates, so as to giie 
m advantage to imported articles over indigenous 
joods For instance, glass and match factories are 
placed at a disadvantage by the offer of specially 
Favourable rates to imported glassware and matches 
ft may be argued that the carnage of small quan- 
tities over short distances is often really more 
expensive to the Companies than that of large 
quantities over longer distances Whatever truth 
there may be in tins argument, it is evident that 
the existing height system is hardly conducive to 
the growth of indigenous industries and the ex- 
pansion of internal trade Then, again, it is said 
that, there being very few competitive lines, the 
railway authonties often push the principle of 
chargmg what the traffic will bear ’ too far. Sir 
^ederick Lely said a few years ago, The Traffic 
Manager wields an irresponsible power over the 
country commanded by his railways, which should 
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not be entrusted to any man, and, least of all, 
to one who, rightly from his own point of view, 
legards notlung hut Ins masters’ di^ndend” The 
mam consideration with the railway compames is 
naturally to make the largest profit possible out 
of the woiking of thmr hnes But as most of the 
railways belong to the State, the public have a 
right to expect that the economic interests of the 
country should not be wholly neglected^ ^ 

9 IRRIGATION 

We have already seen that in many parts of 
India the normal annual rainfall is very defective, 
and in some others, although the total quantity of 
rainfall is large, it is badly distributed with reference 
to the seasons or the requirements of the ciops 
In all these parts;, irrigation is necessary for the 
growth of crops. 

Irrigation has been practised in India from very ] 
early times " The remams of the canals constructed ] 
^ Sir T. Thackersey gave expression to the popular feeling in 
the matter when he moved a Resolution on the subject m the 
Imperial Legislative Council m 1912 In last March, Sir I 
Rahimatulla moved a Resolution urging the Government to take 
over the management of State Railways from the hands of the 
Compames 

* Lt *001 Tyrrell, m his work on Public Worls Eeform in Indta, 
says, “It is, I behove, too common an idea m England, that 
the natives of India are without an engmeenng history, that 
there are no works extant of their engmeenng skill, and that they 
owe to ns all that they possess m that department such is not 
the case India has an engmeenng history; not written m 
splendid palaces and lofty structures, yet still marked by works 
whose usefulness may vie with works of any other nation — works 
on which her life depends ” 
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by Hinda monarchs as well as by Mabomedan 
rulers are stall to be found m many parts of the 
country But the chief works executed by BEmdu 
kmgs weie tanks of winch there are thousands, — 
many silted up, many m ruins, many dry by 
destruction of the supply channels The whole of 
southern India is still covered by a network of old 
tanks, and milhons of acres are still irrigated by 
them These tanks vary m size from a few acres 
to ten square miles of water surface In some places 
there is the cham system, where the surplus of one 
tank flows into the one below In Upper Burma also, 
there is a large number of tanka Well-irngation 
has always been very important in Northern India 
Durmg the early years of British rule, the 
subject of irrigation was much neglected, and to 
this neglect was due ^ the destruction of many noble 
works The repair of old storage works and the 
construction of canals were strongly urged by Sir 
Arthur Cotton, but it was not until the middle 
of the last century that the matter engaged the 
senous attention of the Government 

The simplest method of supplying water to fields 
IS that of leadmg water from rivers and streams 
by means of inundation canals® They are formed 


* Lt -Col Tyrrell saya, " In the Kagpnr and Hyderabad 
country of tbe Hcccan, tbo rums of extremely large fatnloi exist, 

now m the midst of jungles, formerly the sites of a rich cultivation 
and a busy population ” 


Worl^ of India, from which mud 
of the information here recorded has been gathered. 

1 ™ district there are traces of many ole 

nals which have fallen mto disuse many years ago " (Buoldey) 
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by making shallow cut® through the nver bank, 
into which the water flows when the level of the 
nver is raised by the floods These are mamly to 
be found in the basm of the Indus and its tnbutanes 
It IS, at best, a precarious system of irngation. 

The most impoitant system is that of perennial 
canals Many of the weu*s in Madras were con- 
structed by the Hindu monarch, Krishna Eaya 
early in the sixteenth century The earhest n 
Upper India were the Jumna Canals The one or 
the west bank is attributed to Firoz Shah m the 
fourteenth centuiy, it fell into disrepair and was 
restored by Akbar and Shah Jehan The easterr 
Jumna Canal was origmally commenced by Shah 
Jehan, and restored and improved by the British 
Government The earhest origmal irrigation works 
undertaken imder the British admmistration were 
in the deltas of Madras, of which the Cauvery 
system is the most ancient. It is the largest delta 
system and is the most profitable of all the works 
in India. There are seven similar delta systems in 
Madras, and one m the delta of the Mahanady 
m Oiissa The Bari Doab Canal was the first of 
the modem works m the Punjab, commenced m 
1850 This system consists of 369 miles of main 
and branch canals and nearly 1200 miles of dis- 
tributaries. The Sirhmd Canal, which emanates 
from the Sutlej, was commenced m 1869, and first 
brought into operation in 1882 The Chenab Canal 
IS the largest of the Indian systems, consisting of 
400 miles of mam canals and 1200 miles of dis- 
tributaries The Jhelum Canal, wliich commands a 
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million and a half acres, was completed m 1901. 
The Upper Cheuab Canal and the Lower Ban Doab 
Canal wore opened in 1913. The Tnplo Canal 
Pi eject, which is now approaching completion, will, 
when completed, be regaided as one of the most 
bnUiant feats of canal engineenng in India Under 
this scheme, the excess waters of the Jhelum are 
taken ofT and earned to the Chenab and discharged 
into that river, and what remams after is earned 
to the Ban and poured over the Lower Bari Doab 
This sj'stem will irngate nearly two million acres 

In the United Provinces, the Ganges and the 
Lower Ganges Canals are the two pnncipal peren- 
xual systems, consistmg respectively of 440 miles 
of main and branch canals and 2700 miles of dis- 
tributanes, and 558 miles of canals and 2400 miles 
of distributanes 

In Behar, the Sone system consists of 370 miles 
of mam and branch canals, and 1200 miles of dis- 
tnbutaries The Onssa Canals are also important 
In Bengal, the only irrigation system is the Mid- 
napur Canal 

The demand for storage works is the greatest m 
Bombay and Madras, where most of the rivers have 
short courses, and the ram, which frequently falls 
m heavy but brief storms, passes away rapidly. Tlie 
reservoirs and tanks m the Bombay Presidency are 
constructed m hilly ground The most important 
of these are Lake Fife and Lake Whitmg, near 
Poona In Bombay, the imgation works have been 
unremunerative , but there is no province of India 
more hable to famine, and the extension of protec- 
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live irrigation is urgently needed there The Penyar 
system in the Madura district of Madras is the 
mostintoiesting reservoir scheme in India 

There are only three canal systems in India 
which have beon constructed for the solo purpose of 
navigation These are the Circular and Eastern 
Canals m Bengal, the Onssa Coast Canal (mcludmg 
the tidal canal), and the Buckingham Canal in 
Madras Just at the present moment the Govern- 
ment have in hand the project of convertmg 
Tolly’s Nullah into a canal This, when accom- 
phshed, will greatly facilitate communication be- 
tween Calcutta and East Bengal 

For official purposes, the irngation works are 
primarily divided mto two main classes — Major 
Works and Minor Works Each of these main 
heads is again subdmded into tvo subsidiary ones 
— (i) Productive, and (u) Protective Those which 
are financially remunerative fall under the fiist 
sub-head, while those works are called protective, 
the revenue derived fiom which does not cover the 
interest on the capital expended These latter are 
works which it is considered desirable to construct 
in order to help m produemg fogd-grains as a pio- 
tection against famine, and they are financed out 
of the Fanune Belief and Insurance Grant of a 
crore and a half set apart every year^ The pro- 
ductive works are generally constructed with 

As Mr Buokloy says, “ The finanoial teat is not tho only — 
or, indeed, tho ruling — one whioh should bo apphed m order to 
dotcrmino \rhothor a particular irrigation -work should ho con- 
struotod or not ” 
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borrowed funds. The average cost per mile varies 
from Es 3000 to Es 50,000, and the percentage of 
net receipts on capital outlay is over 7 per yeai. 

Irrigation in the Punjab has turned and deserts 
into fertile fields.^ Before the construction of the 

^ The following Imgation Frojoots weio under construction at 
the end of the year 1914 


Iiength In Miles 


Projects arranged by FrovinceB 

1 

Main 

canals 

3 

Uisiriba 

toxies. 

S 

Burma — 

Miles 

Miles 

1 Y-en canal .... 

53 

200 

2 Twant& canal .... 

20 

— 

2(a) Twant6 canal dredgers - 

— 

— 

Punjab — 



3 Lower Jhelum canal 

238 

1,203 

4 Upper Jhclam canal 

128 

562 

6 Upper Chenah canal 

210 

1,092 

6 Lower Ban Doab canal 

180 

1,060 

North-West Frontier — 



7 Upper Swat Biver canal - 

143 * 

339 

Bombaif — 



8 Mahiwal canal ... 

206 

87 

Madras — 



9 Nagavalh River Project . 

23 

57(6) 

10 Divx Island Project 

50 

116 

11 Tolndnr Project ... 

4 

32 

United Provinees — 



12 Gorai Canal .... 

9 

41 

Central Provinees — 



13 Asola Mcndha Tank 

MM 

75(5) 

14 Waingnnga Canal Project 

28 

152(6) 

16 Mahanadi Canal Project 

140(6) 

476(6) 


1,432 

5,492 
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Clienab Canal, the tract ■which it commands -was 
almost entirely "waste, with an extremely small 
population Two million acres of -wilderness have 
now been turned into sheets of luxunant crops, and 
a new population of a milhon people have found 
homes in this area The Jhelum Canal Colony 
occupies some 900 square miles of State land 
Colonisation began here m 1902, and the present 
population IS nearly 200,000. The other Colomes 
are the Chumien on the Ban Doab, and the old 
colonies of Sohag-para and SidhuaL Colonisation 
will also soon commence in the Punjab Tnple Canal 
area Sir G P Wilson, referrmg to these Colomes, 
said that they were calculated to be “the nchest 
grananes of Asia, and afford scope for the rise of 
lai^e and important mdustries among the sturdy 
and practical races of India ” 

Irrigation yields a net revenue of about 1 J crores 
every year. The revenue is denved from the supply 
of water for the crops, besides certam subsidiary 
receipts, such as tolls for na'rigation, rents of fishenes, 
etc The income from na-vigation is considerable 
in Bengal and Madras, but is insignificant in the 
other pro'wnces The amount of revenue charged 
for irrigation does not depend on the volume of 
water supplied, but on the nature of the crop and 
the area imgated In the provinces of Upper 
India, and in parts of Bombay, the ungation 
revenue is not assessed with the land revenue, but 
IS distinct from it It is assessed by irngation 
officials, and consists of (i) occupier’s late, (u) 
owner’s rate, and (in) enhancement of land revenue 
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due to canals In Madras, the system of Oon- 
solidated rates — ^including both the land and the 
irrigation revenue — ^is followed The average inci- 
dence of the irngation rate per acre imgated is 
Es 3 45 

The advantages of irngation are manifold. It is 
a boon to the cultivators, for not only is the out- 
turn of their fields ensured in years of drought, 
but the amoimt of produce is very largely increased 
in ordinary years at a comparatively small cost. The 
landowners derive benefit from the works by the 
increased rentals they obtam The advantages to 
the country as a whole are that they protect large 
areas from the effects of famine, and mcrease the 
total food-supply of the people. Lastly, they are 
beneficial to the Government m that, besides bring- 
ing increased revenue into its coffers, they help to 
lessen the nusenes of the people, and thus remove 
the chief causes of popular discontent 

The survey made by the Irrigation Commission 
of 1902 showed that 19J per cent of the total 
cultivated area was oidinanly irrigated ; and of the 
area imgated, 42 per cent was watered from State 
works, and the rest from private works, of which 
more than half was from wells On March 31st, 
1913, the total area irrigated by State works was 
16 J million acres, and the total capital outlay was 
about 65 ciores 

Although great progress has been made m irri- 
^tion, much yet remains to be done As the 
Irngation Commission of 1902 pomted out, only a 
sma percentage of the total supply of water has 
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been utilised for the benefit of man In order 
to prevent the water of rivers and streams from 
flowmg uselessly mto the sea, many more canals 
and storage works will be needed Agriculturists, 
too, should be encouraged witb loans and grants 
to construct wells and reservoirs It is also to be 
hoped that greater attention will be given to the 
improvement of internal navigation.^ 

lu -i 'a-* 

10 THE STATE AND INDUSTRY 

Under the rule of the East India Company, the 
indigenous industnes of the country fared very 
badly. Smce the assumption of the administra- 
tion by the Crown, the Government has always 
maintamed a pohcy of non-mterference or latssez 
favre m matters of indus^ and trade Its con- 
nection with them is, m fact, of an mdirect kmd 
The growth of industry is made possible only because 
of the security which the country enjoys under the 
Government But active steps are rarely, if ever, 
taken by the State to promote mdustnal develop- 
ment It must be admitted, however, that just at 
the present moment the Government is evmcing 
some mterest in these matters, and the movement 
for promotmg home industries often receives promises : 
of support at its hands Circulars have been issued 

' Iiieut -General Sir Arthur Cotton said many years ago, “ If 
1000 cable yards of water can he made use of at a cost of 6d , 
and if Its value, so apphed, is lOs , there is no gold mme m the 
world that can bo compared to an irrigation work ” {Lecture on 
Irrigation Worl^ in India, p 1) 
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to the effect Uiat stores required by the Go\ em- 
inent should, ns far ns practicable, bo purchased in 
India, and a preforcnco should be given to Indian 
over foreign manufactures, provided that the 
quality is Bufiiciently good, and the price not 
unfavourable; but, unfortunately, these orders are 
not always put into practice From time to time 
monographs are issued dealing with the position of 
fioino leading industry The Department of Com- 
mercial Intelligence al‘?o publishes much valuable 
information, and thus helps to diffuse Icnow ledge re- 
garding evisting manufactures and future possibilities 
Tho local governments often institute special enquiries 
to ascertain tho prevailing indiistnal conditions 
Industrial conferences and cvhibilions are some- 
times lield under tho auspices of tlio Gov eminent 
Endeavours have been made dunng the last few 
years in most of the provinces to improve tho 
domestic cotton industry by introducing better 
tj pes of handlooms and superior methods of w eav'- 
ing In Madras, successful exiicrimonte hav'o lieon 
made in the process of chromo-tanning The 
Gov'cmment have also given some oncoiimgemont 
to technical and commercial education by offering 
scholarships to deserving young men, and by helping 
some of tho private industrial u'^sociations 

These measures sum up the activity of the State 
in the matter of tho encouragement of mdustry 
]^t, taken together, they do not amount to much, 
lie President of the Indian Industrial Conference 
j ^^0 apathy of the Government, 

said, " A benevolent inactivity is not the attitude 
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rre have a nght to expect from Government, and 
mdefimte promises of assistance are not of any 
practical value. Notlung short of definite and fully 
authorised assurances of support confirmed, if neces- 
sary, by legislative enactment should satisfy us ” 

In this respect the Indian Government compares 
very unfavourably with the other civilised Govern- 
ments In Germany, the TJmted States, Japan, 
Canada, and Austraha, the State does everythmg 
m its power to promote national mdustiy. The 
economic development of Japan has been systemati- 
cally fostered by the State, which has spent money 
lavishly m encouraging industrial enterprise Be- 
sides subsidismg strugghng mdustries, the Govern- 
ment set up model factones and pioneered many 
industries which have now become the source of 
immense wealth to the country In Hungary, where 
the conditions are in many respects similar to 
those of India, the State lenders immense help to 
mdustry In addition to the mamtenance of a 
protective tariff and the indirect support given 
to indigenous products by the guarantee that all 
requirements of the authonties shall be supplied 
by home mdustry, the State has made various legis- 
lative provisions for the encouragement of mdustrj’^ 
The mam provisions of Act 3 of 1907 relate to 
(1) exemption from taxation and dues and from road 
rates , (2) reduced rates for railway transport and 
concessions m lespect of customs and excise duties, 
and of expropnation , (3) the delivery of mdustrial 
salt at a price below that usually chaiged , (4) the 
encouragement of the bmlding of workmen’s 
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dwellings , (6) the development of industry by a 
guarantee that all public contracts shall be placed 
with Hungarian firms , and (6) encouragement of 
industry by direct grants of money (subsidies) ^ As 
IS quite natural to expect, these measures have 
resulted m a great expansion of production and trade 
If the narrow conceplaon of the functions of the 
State be discarded, and an all-round development 
of the community be taken as the object of the 
State, the fctssc* favrt pohcy of the Indian Govern- 
ment cannot be defended Eegarded from thm 
standpomt, the Government has suiely failed m its 
duty But whatever may have been its short- 
comings m the past, it is perhaps not too much to 
expect that the Government will m futuie lecog- 
nise its responsibihties and turn its earnest attention 
to tins matter ® One important aspect of the 


Marolf artiolo in tho Etonamw JoumcH, 

Indian opinion in every Erovinco are now 
onoouragoment being given to industrial 
I0S S i f « « Government The Industrial Conference of 
of tinTD. ^ A ^ State should aid tho startmg and pioneering 

ThofoUo^g^ohtou, ® 

of tho ModTM loB.oI.to Oom»/ .» 

also interestmg in this oonnection 

indusS ?rtho m tho incipient stage of tho 

European mpthnAa ♦ which have to bo worked on 

foreign articles shonld^nL 1* ®“®®®ssfully to compete with 

*» - “ 

This Council recommends that a begmmng may be made 



THE STATE AND ECONOMICS 307 

question was pointed out by a high official of the 
Government a few years ago. He wrote, “With 
the spread of education, to which a stimulus is now 
being applied, and the desire which exists of im- 
provmg the condition of the people, corresponding 
assistance seems called for m the sphere of economic 
development Unless this is given, a condition of 
affairs will be created wherein the better educated 
will not have smtable material to which to devote 
their mmds, and there will result the anomalous 
spectacle of a highly educated people m an un- 
developed country ” ^ 3 

11 PEOTBCTION OE FEEE TBADE? 

The abstract question whether Eree Trade or 
Protection should be adopted by a State in its com- 
mercial policy would form more fittmgly the subject 
of discussion m a treatise on General Economics 

by starting on a oonunoroial scale, employing European experts 
if necessary, mdostrios connected mth oil seeds, namely, crushing 
seeds, rofimng oils and manufacture of soap, stearme, glycorme, 
candles, tallow, lard and other products 

3 This Council recommends that £hs Excellency the Governor 
m Council may be pleased to direct that the bureau of mdustrial 
information which has been sanctioned m connection with the 
Department of Industries be ordered to bo organised at once 
on the Imes of the Boards of Trade m other countries, to obtam 
samples of finished articles manufactured from all kmds of raw 
materials exported from Lidia and to issue bulletins explaimng 
the process of their manufacture and the markets for such 
manufactures 

* Report on the Progress of Agriculture of the Agiioultural 
Advisor to the Government of India (1911-12), pp 5 and 6 
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ar^.r.'i^-n.r^s of tbs t^o Echools xaaT be briefiy 
^'TAtriarlEed here 20 that the^" tsay be helpfoi to the 
of oar concrete problem. The advocates of 
Free Trade point out the follovring advantages of 
t’ e *7=-t«ni : ( 1 ) International trade is like internal 
trade ; the freer it is, the greater are the advantages 
to both parties , by alloiving trade to be absolutely 
unfettered, every one is able to buy in the cheapest 
and to f^ell in the dearest market, and the gains of 
all are at a maximum, ( 2 ) every nation is in a 
Xiontion to develop, its natural advantages to the 
utmost, and then the world's total wealth is 


enhanced, because of the distribution of productive 
energies m the most economical fashion, and ( 3 ) Free 
Trade means goodwill among nations and among 
scfjtionn of a community. To these arguments the 
opjjorjiintiB of the system would reply that the 
analogy between internal trade and international 
trade is not quite correct, that when an mdustry 


in oiip country is threatened with destruction by a 
sirnilar one in another, it is no solace to the first 
tliat the world’s wealth is being augmented at the 
coat of its own , and that, far from promoting good- 
will, X'rco Trade may produce the result of placing 
one OTuntiy m economic subjection to another, 
frtw that have been usually advanced in 
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because the resulting increase of "vrealtb and popula- 
tion IS likely to afford a larger market for the food 
and law material of the neighbourhood, (3) protec- 
tion has a tendency to increase wages and to raise the 
standard of living of the labourer, (4) it furthers an 
all-round economic de\ elopment and secures national 
industnal independence , and (5) under the fostermg 
care of the State, infant industries are protected 
against unfair competition during the period of their 
growth, and thus saved from extinction The usual 
objections to Protection are (1) In principle, it is 
destructive of all foreign trade and the moral and 
intellectual benefits resulting therefrom , (2) it pre- 
vents a country from producmg as much m the 
aggregate as it might produce m the absence of pro- 
tection, (3) it does not really protect, because it 
destroys as many mdiistnes as it artificially fosters , 
(4) it diverts capital from its natural channels , (5) 
it tends to demorahse the mdustnal classes and 
to render industrj'' unproductive , (6) it benefits the 
producer at the expense of the consumer, and is 
thus a robbery of the many for the benefit of 
the few, (7) it involves interference of the State 
with trade and industry, and it often produces 
political corruption , and (8) it causes national 
animosities 

Without entering upon a detailed cnticism of the 
arguments and reasonings of the two rival parties, 
it may be remarked here that in their enthusiasm 
for their respective favourite doctrines, the advocates 
of each go a httle too far in their particular direc- 
tion Although some of the positions occupied by 



310 


INDIAN ECONOMICS 


the extremists on each side is untenable, there is an 
element of truth in each of the two opposed doc- 
tnnes Cosmopohtanism is an excellent ideal, but 
a far-off one So long as the different nations exist, 
each one of them should be allowed to develop itself 
in the best way it can Free Tiade means rivalry 
among the industiies of different countries, and 
when such industries are on a footmg of equality, 
it helps to make each of them strongei , but when 
the struggle is between a strong industry and a 
weak one, the wealr is sure to be pushed out of the 
field unless it is backed up by the State Even 
such an ardent supporter of Free Trade as Mr. 
J S Mill admitted that in the “ infancy stage of an 
industry protection is useful,” The conclusion, 
then, 18 that Free Trade should be the general 
policy of States , but, under certain conditions. 
Protection is not only defensible but is absolutely 
necessary 

So much as regards the abstract side of the 
question Now let us consider the matter from the 
Indian standpoint At the present moment India 
18, m the mam, an agricultural country. "A nation,” 
says List, "which only Carnes on agnculture is lilte 
an mdindual who in his material production lacks 
one arm ^ Producing only raw matenals, she 
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impoits manufactiured goods, and is, in Uie words 
of the great economist, " like an mdmdual with one 
arm, which is supported by a foreign arm. The 
development of manufactuies is thus absolutely 
essential to the well-being of India 

But the Indian industnes which have been 
recently started, and those which are to be started 
in future, will have no chance of success if they have 
to withstand the competition of the well-developed 
and strong foreign industnes. The greatest diffi- 
culty which an infant mdustry in India is likely to 
face was thus described by the President of the 
Indian Industnal Conference of 1910 “ I am sure,” 

he said, “ that any industry started in this country, 
calculated to decrease foreign imports, wiU lead to 
foreign manufacturers putting doivn goods at our 
doors at a price considerably below that at which 
they can be produced m this country, and we shall 
not be able to find a market unless we have pro- 
tection m some form Such industries as we may 
develop in our country will not, for years to come, 
seek a foreign market, and our home market, under 
present conditions, might be practically closed to 
us by foreign manufacturers who, with unlimited 
resources at their command, might possibly consider 
it policy to dump their goods m the eountry at a 
price below our manufacturing cost, with the object 
of lalling local competation and then agam roismg 
the pnces to a profitable figure” 

of liberty, oliaraotonae, on the contrary, a state devoted to 

manufacture and commerce ” 

1 j^aiiono-^ System of Pdhttcal Economy 
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All the industnally-advanced countries of the 
world have afforded protection to their industnes 
dunng the period of their infancy. The protective 
policy of Cromwell and Colbert laid the foundation 
of the industnal greatness of England and France 
respectively Even at the present day, Germany, 
the United States, the Bntish Colonies, Japan,* — 
m fact almost all civiLsed coimtnes, — ^maintain the 
pohcy of Protection England is almost alone in 
this matter , but her Free Trade policy is consonant 
with the economic doctrme — followed even by the 
Protectionists — ^that raw materials should not be 
taxed. The conditions of England, however, are 
qmto different from those of Inia, and a protective 
tariff in India is likely not o^y to assist her 
industnes, but to produce revenue urgently needed 
for education, sanitation, and social reform. 

Indian opuuon is, as Professor Lees-Smith 
puts it, “overwhelmingly protectiomst"® As early 
as in 1879, Mr (afterwards Justice) K T. Telang, 
made a powerful appeal for the protection of Indian 
industries The late Mr Justice Panade always 
used m his speeches and wntmgs to dwell on the 
necessity of the adoption of a pohcy of protection 
towards the nascent industnes All the prominent 

^ At a recent meeting of the Japan Society in London, Mr. 
^ki said that protection had played a very important part in 
the phenomenal industrial development of Japan Ho added 
t at t e coontry had no strikes or trade diqmtcs , thero were 
no trade muons, wages had risen more than prices, and the 
labourer s position had been greatly improved 

*H. B Lees Smith, Jndto and the Tar\jp PrdUcm 
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ludjin Pt,nt(??inen of the pre<!ont djiy hold Pro- 
t<x*tic>nW and their views are shared by many 
Englhlmien conversant, with the economic conditions 
of India I/)rd !Mmto said a fo%v yenia ago that 
the futiire of India depended Neiy Jai^gely upon 
what could be done for the devclc»pmont of Indian 
indusiries. From a manufacturing point of vien 
India nas a young country Canada was also a 
)o\iiig country, and it could not have become the 
great country it was now without a high tanff nail 
Bgain‘5t the products of the United States The 
Caiiadinn*^ had created their manufactures, and had 
become stixuig by the artificial aid given to their 
onn industnes. Of course, India was not in the 
same po=ition as Canada , it did not touch up with 
the teintory of any great maniifacturmg Tower 
But it did touch up against competition, and if they 
u anted to create great industries m India, he did 
not sec hon they could do so without something 
like TanflT llofonn ^ 

Though Indian statesmen advocate a system 
of Trolcction, they are not blind Protectionists 
Thej are fully alive to the fact that Protection will 
lay a burden on the consuming pubhc, and thus 
entail on them groat sacrifices They consider it 
expedient to make those saciifices, because they 
think that the loss is sure to be more than counter- 
balanced by the gam resulting from an increase of 
productive power Tlioy do not, liowever, desire that 
the policy of protection should be extended to each 

Minto’s spocoh nt tho Control ^lan Society, May 17, 
1911, rt-iwrtcd in tho Tme3. 
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and every industry. They would advocate pro- 
tection only foi those indnstries which may have 
a reasonable chance of suecess. The nitimate ideal 
of the so-called Indian Protectionists is Free 
Trade They hope that a time wUi come when 
protection, having served its pnipose, wiU no longer 
be needed.^ 

12. ISDIA .VND IMPERIAL PREFERENCE 

"We now come to an important practical question 
allied to, and yet different from, the one we have 
just treated. In discussions about Imperial prefer- 
ence, India IS generally left out of account : and those 
who allude to India look upon the matter not from 
the Indian but the English standpoint. Sir Koper 
Lethbridge says, "In any reasonable scheme for 
the Commercial Federation of the Bntish Empire, 
India most occupy the chief place after the Mother 
Country At this moment, among the Constituent 
States of the Empire, she is at once the larg^t 
producer of food and raw material, and one of the 
largest consumers of manufactured products And 
potentially, with her 300,000,000 of thrifty, industri- 
ous, and progressive workers and consumers, she is a 
commercial unit of greater importance in the world, 
whether for exports or for imports, than almost any 
other." 2 


* Even Xdst admitted that ■when satioas have attained to thdr 
full powers, Protectioa is apt to check progress and lead tc 
decadence. 

* ride Sir Roper Lethbridge, India md Imperial Prtferenee, 
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Sir Eo])er places a \ory higli ideal before the 
r\ci> of Indian statesmen He holds out the hope 
that the future commercial tieatv between India 
and the rest of tlio Empiio uill involve the recog- 
nition of Indians a sovereign State But he would 
not allow India to afford protection to her own 
industries against British goods. Whciein, then, 
\mU the Fo^c^Olgnty consist? 

Sir Bopor's general conclusions from his own 
arguments arc that (1) the moment Imperial prefer- 
ence is established i asbodv antagcs.dii ect and indirect, 
will at once accrue to India, (2) e\eiy bianch of 
industry in every provnneo of India will at once bo 
revi\cd and Btimiilatcd, and tho Indian peoples 
insured against fammo , (3) tho stability of Indian 
financo, now absolutely at the mercy of foreign 
rrovemments, will bo assured on the cheapest teims 
bylmpennl prefoienco; (1) reasonable and adequate 
protection ivill bo secured for tlio nascent industnes 
of India; and (5) in every way, both Indian senti- 
incnta and Indian uiteiesls will lecoivo from Impoiial 
preference that consideration whicli is their due, and 
which can only bo secured on these Imes.^ 

Thc&o undoubtedly are great advantages, and 
Impel lal preference would bo worth liaving if it could 
Fccuro men a small part of any of them But to 
tho Indian statesman tho solution of the problem 
does not seem to be so veiy satisfactory Sir Boper 
appeals to bo very fuendly to India, but when we 
Dvamino Ins proposals wo find that it is the inteiests 

‘ Tho Bimo Bort of argument w also advanced by other Tariff 
Rcfornicra (Vido Spealer^a Handhool, Tariff Reform League). 
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of England and not those of India ivhich ho lias at 
heart* The ai tides which viill receive protcchou 
under his Echemc are tea, tobacco, cofTco, cocoa, and 
indigo As for tea, it is almost entirely a European 
industry, and any benefit which may aceme to it 
will not be much appreciated by the Indian people 
Tobacco IS a promising industrj*, and, if protected, it 
may thnve bettei , but it is vciy doubtful if indigo 
can be resuscitated by any aitificial means. Coffee 
and cocoa are %cry minor industries, and they may 
bo left out of account. Taken together, these fi\o 
industiies icpresent only a very small proportion of 
the exports of India, Wo must look to other 
articles, therefore, to make tho schemo really useful 
to India But tho oflicial programme of the Tanff 
Befoim party lu England docs not offer any clearer 
advantages to Indio. “Preference would mean," 
sajs the Speaher^s JTandboof, Tariff I’cform League, 
“ to India that tho United Kingdom and tho 
Colonies would give freer outiy to Indian tea, 
coffee, sugar, wheat, and all India’s staple products, 
and it would mean to us that the Indian import 
duty on a large number of British manufactures 
would either be abolished or reduced.” The balance 
of advantage under such a scheme will certainly 
not he on the side of India 

^Muoli fuss has boon mndo by Sir Ropor Lcthbridgo ftnd lu* 
Bupporters over a Resolution proposed m 1913 by a mombor of 
tbo Imxicrial Lcgislatiro Ckinnod Tho other mcmbcis -ttho took 
part in tho debate on tbo occasion spoke m favour of Pro- 
tection and not Inler-Inipennl IVeo Trade, and tho proposal of 
mporial Preference was strongly and almost unanimously con- 
demned by tho Indian press 
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Professor Lees-Smith seems to judge the situa- 
tion correctly when he says “As regards the 
ten chief exports from India to the United King- 
dom, representing 90 per cent of the total, no 
preference is possible unless we are willin g to raise 
the puce of raw materials essential to our industries 
or of foodstuffs. From the nature of our conditions, 
therefore, we have nothing substantial to offer 
The ten articles he mentions are jute, tea, wheat, 
hides, oil seeds, raw wool, jute manufactures, raw 
cotton, nee, and lac As the emment Professor 
points out, no preference is possible in jute and 
lac, for India possesses a practical monopoly of these 
articles, and there are no competitors to defend her 
against In the matter of jute manufactures, the 
only nval is Dundee As for tea, India does not 

want any protection The remaining articles are 

either articles of food, ey nee and wheat, or raw 
matenals of industries, such as hides, oil seeds, raw 
wool, and raw cotton Preference can be given to 
these induslnes only by taxing the importation mto 
the United Kingdom of the same articles from other 
countnes, and thus raising the pnees But it does 
not seem at all probable that any substantial nse 
in the pnees of those articles will be permitted in the 
Umted Kingdom 

It IB clear, then, that India is not likely to gain 
much by a preference from the United Kmgdom 
Her trade with the colonies is very small, and no 
system of preference from them wiU be of any real 
use to her Neither has the Empire anythmg to 
V%de H B Lees Smith, India and the. Tariff Problem 
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gam by the proposed system, as India has nothing 
to offer to the Empire 

On the other hand, India may lose much by the 
adoption of a system of Imperial Preference As 
Lord Inchcape pomted out at the Colomal Con- 
ference of 1907, “in a financial aspect, the danger 
to India of reprisals by foreign nations, even if 
eventually unsuccessful, is so serious, and their 
results would be so disastrous, that we should not 
be justified m embarking on any new policy of the 
kmd unless assured of benefits greater and more 
certain than any which have so far presented them- 
selves to our minds” 

Sir Eoper Lethbndge is perfectly right in holding 
that "in India Protection for nascent Industiies 
IS specially needed by local circumstances” But 
India wants protection against Great Britam,^ for 

^ Lord Cro'n o showed a correot understanding of Indian senti- 
ment in this respect when ho said a jear ago, "Mr Bonarlfaw’s 
Binancc Members of tho Government of India will have to meet 
the Vieeroy’s Legislatii e Counoil in debate on tho Indian Budget 
It IS not diiBcult to foretell what will bo said by tho \ eiy able 
Indian pubhoists who adorn that body They also will bo ready 
and eager on one condition to advanoo along tho road indicated 
by Mr Bonar Law touards inter-Impenal free trade, but they 
inll stipulate — and one cannot envy tho official who has to 
answer thorn— that they should bo allowed to advanoo by tho 
same pleasant path as tho self goi eming Dominions They will 
ask to bo allowed to begin a proqierons journey from the same 
oa th3^ plateau of doraestio Protection and to proceed by the 
same stages of concession for concession from that delectable 
altitude to the Promised Land of Mr Bonar Law It is not to 
be supposed that they will allow themselves to be burned blind- 
fold to the goal at which the prize will be distnbuted to their 
incTitaDle disadvantage ” 
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the principal competitor with regard to many of the 
rismg industries of India is Great Bntam herself 
It does not, however, seem probable that Gieat 
Biitam will tax herself to benefit India Ibn-xeal 

1.1 J* ±. 
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Pie penny 

Pice (3 pies) = 1 fartbing 
Anna (12 pies) = 1 penny. 

Rupee (16 annas) = Is 4d 

=0 324 dollar 
=0 65 yen 

A lakh (lac) is 100,000 Rupees, and a croreis 100 lakhs 
To convert millions of pounds sterling into crores of 
rupees, multiply by 3 and divide by 2 , and vice rnrsa. 
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Density, Water-supply, and Crops^ 
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APPENDIX B 

FLUCTTUATIONS in PeIOBS between 1861 AND 1897 1 

1861-66 A general nse of pnces took place about 1860 With 
the suppression of the Mutiny and the transfer of the 
adnunistration to the Crovrn, there commenced a new 
era of commercial and industrial activity The resources 
of the country were developed by the construction of 
roads and railways, the improvement of harbours, and 
the extension of irrigation The cotton famine caused 
by the Amencan War of Secession (1861-65) gave a 
great impetus to the cultivation of cotton in India, 
which, while the war lasted, brought large profits to the 
cultivator and the merchant The influx of the precious 
metals which had begun about the time of the Mutiny 
was thus further stimulated, and from about the second 
year of the war a great rise of prices took place through- 
out the cotton growing districts of Western and Centeal 
India, as also in a smaller degree in other parts of the 
counfery Pnces were also raised by the famine of 
1861 in the Upper Doab of the province of Agra and 
the neighbouring distncts of the Punjab and Eajputana, 
and by the scarcity in Outch. 

1866 70 On the collapse of the inflation caused by the American 
War, prices would have fallen but for the great famine 
of 1866 in Onssa, which extended into Sengal proper, 
Bihar, Madras, and the eastern part of the Central 
Provinces Another notable famine — that of 1869 — 
affected Western Bajputana and parts of Northern India, 
and the extension of scarcity, towards the west and 
south, produced a rise of prices m Bombay, the Central 
Provinces, and Hyderabad 

^Erom Prices and Wages m India, 1909 and 1913 
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During 1871-75 pnces irere not seriously disfcmbed 1871-76 
by any calamity except the scarcity in Bihar of 1874, 
and althougli large purchases of gram were then made 
by the Grovernment, and scarcity prevailed in the adjoin- 
ing districts of the United Provmces, the disturbance of 
pnces was not widely felt The export trade in nee 
expanded greatly in 1872-73, and was on a large scale 
throughout the decade 1871-80 It showed greater 
contraction in 1874, the year of the Bihar Sunine, 
than in the Deccan famine three years later 

In this quinquennium occurred the great famine of 1876 80. 
1877-78, which affected an enormous tract in Western 
and Southern India, and extended with diminished 
intensity into the north, causing a general nse of 
prices of food-grains all over India The export trade 
in wheat, which had begun m a small way after the 
opening of the Suez Canal in 1870, received a check m 
the years 1878-80 

Speaking generally, all crops except nee were good or 1881-85 
abundant dunng these years, though there was scarcity 
in a portion of Sie Punjab in 1884, and distress in parts 
of Bengal and Madras in 1885. The nee crop was bad 
between 1883 and 1885 owing to drought and floods, 
but wheat was plentiful, and the average pnee for all 
grains was low 

It IS difficult to find adequate reasons for the great 1886 90 
rise in prices which took place dunng these five years, 
for the 1889 famine in Ganjam (accompamed by distress 
in Orissa and scarcity in Bihar) was only of local 
importance, and pnces had already reached their highest 
pomt m 1888 The export trade in food-grains was not 
larger than in the preceding qmnquenmum 

The high prices ruling dunng 1886-90 were still 1891-95 
further raised in 1891-92 by prolonged droughty causing 
scarcity and distress m Madras, Bombay, the Deccan, 

Bihar, and Upper Burma A strong Indian demand for 
nee was coupled mth large exports, and at the same 
time there was an unprecedented exportation of wheat 
owing to the failure of crops in Europe, so that Indian 
pnces rose almost to famine levels With better seasons 
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pnces fell, but the lowest point reached m 1891-95 
was still above the average level of the previous 
guinquenmum, and, as in that period, the importation 
of silver for coinage continued on a large scale until the 
closure of the mints in June, 1893 

This qumguennium mtnessed two distinct famines 
The first occurred in the latter part of 1896 and extended 
into 1897, and the second occurred in the latter half of 
1899, and continued, like the premus one, through the 
ensmng year These famines bore a close resemblance 
to each other in this, that they were more or less equally 
intense and equally widespread The fall in pnce asso- 
ciated with the closing year of the preceding qmnquen- 
mum was thus one of short duiation 
There was no very marked return to ordmary pnce 
levels in 1901 and 1902, as the weather conditions were 
generally not favourable, except perhaps for rice But 
in the next two years, and particularly in 1904, agnoul- 
tural conditions were distinctly good, especially m the 
case of the wheat crop There was in these two years a 
corresponding improvement in pnces of food-grams, 
especially of nee and wheat, but a set-back was experi- 
enced in 1905 The seasonal conditions of that year 
were marred by a partial failure of the monsoon in 
Northern and Western India and by heavy ram and 
floods in Bengal A sharp rise in the prices of articles 
of Indian produce, especially food-grams, began m 1 905 
The nse was sustained m 1906, as the spring crops of 
that year, except wheat, were generally not good, and the 
autumn crops were damaged more or less by excessive 
rain and floods, particularly in Bengal Agricultural 
prospects were to a certain extent improved by the good 
winter rams in Northern India, but as unfavourable 
conditions prevailed in other parts of the coimtry, par- 
ticularly m Bengal, pnces remained unaffected, and 
when the failure of the south-west monsoon occurred, 
famine conditions declared themselves over a large area 
The wheat and oil-seeds harvests of 1908 were very 
poor owing to deficient and badly distributed rainfall 
Neither were the autumn crops good The nse of pnces 
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was accentuated m 1907 and 1908 by the ^vldesp^ead 
failure of the crops in Northern India The wheat crop 
of 1909 showed an advance on the previous year, and 
there was a phenomenal rice crop in Burma and in Bengal 
As a result there was a general decline of prices in 1909 
The timely and well-distrihuted winter rains brought 
fine crops to harvest in the spring of 1 9 1 0 The monsoon 
of that year was on the whole favourable and the crops 
good Prices continued to fall , but in the case of nee a 
strong demand from China operated to keep the rates at 
the level of the previous year, particularly in Burma 
The spnng crops of 1911 were on the whole good, 
though frost and rust affected them in parts of Northern 
and Western India, and prices continued to fall The 
monsoon of that year, however, was not very favourable, 
particularly in Northern and Western India, where the 
autumn crops suffered more or less from drought, and 
prices of rice showed an upward tendency accentuated 
by strong export demand The spnng crops of 1912 
suffered through drought in Western and in parts of 
Noithern India, and pnees rose, and although the 
monsoon of that year was not on the whole favourable, 
the strong expoit demand maintained the pnees of nee 
at a high level 


1911-12 
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A >StrMMAiiY or the Eesults of the Prioes 
Enquiry, ^ 1914 

WIhIc it IB impossible to lay down with dogmatic 
confidence ibe exact importance of eacb of the causes 
wbicb have been at vrorJc in raising Indian prices in 
recent years, it is necessary to group them in order of 
importance, notwithstanding the difficulty of dis- 
entangling and measnnng tnc effects of eacb of these 
causes in raising prices Pnccs have nsen m almost all 
the chief countries of the world as well as in India, but 
the nse in India, in recent years, has been greater than 
in any other country The causes of the nse of pnees 
may, therefore, be divided mto two classes, namely, 
(1) causes pecuhar to India, and (2) causes that have 
influenced the pnee level throughout the world It 
should also be remembered that it is necessary to dif- 
ferentiate between the causes whose duration was more 
or less temporary and those whoso influences extended 
over the greater part, if not the whole, of the period under 
mvestigation 

Of the causes peculiar to India, the comparative 
shortage m the production of food-stu£Es in India proper, 
excluding Burma, the increased demand for Tnma’s 
food products and raw matenals both in India itself and 
in world markets, the increase in commiuucation within 
India itself and between India and foreign countries, 
and the decrease in the cost of transport, which have 
brought India closer to the world markets, and the 
increasing monetary and bankmg facihties, are perhaps 
the most important Of the world factors, the most 

^ Vtde vol 1 of tho Htport 
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important are the increased supply of gold, the develop- 
ment of oiedit, the destructive wars which have taken 
place, in recent years, one after another in qmck succes- 
sion, and the amounts of labour and capital which are 
being devoted by the richest countries of the world to 
increasing their army and navy There has been a 
large mcrease in the pnce of India’s staple commodities 
owmg to an increased demand m world markets, and 
this improved position of India in mternational trade 
has exercised not unnaturally a large influence on the 
pnce level Sir David Barbour m his recent book. 
The Standard of Value, says “ During the last fifteen 
years the relative advantage of India in the Ihtemational 
Trade of the world has greatly improved This improve- 
ment has been one of the causes of the nse in the Indian 
Exchange, and has led to large imports of gold and to large 
additions to the rupee currency which the Government 
of India have had to make Such an improvement is 
always attended with a general rise in pnces and wages ” 
There has been a large increase in pnces due to a 
shortage of food production in India proper One must 
not, however, forget that the shortage of supply is often 
a shortage as compared with a very greatly mcreased 
demand. The growing demand for jute, cotton, and 
other commercial crops in the world markets has stimu- 
lated the production of these commodities, and has 
prejudicially aflected the cultivation of food grams 
Unseasonable and deficient rainfall, dunng the penod 
under enqmry, has also contnbuted, in no small measure, 
to a shortage of production This was specially marked 
m 1891-92, 1896-97, 1899-1900 and 1907-08, and to a lesser 
extent over a senes of yeara during the last decade, 
which were more or less unfavourable The cumulative 
effect of such unfavourable years, commg one after 
another, has often been under-estimated A detailed 
exanunation of the statistics of out-turn of food-grams 
for India, excluding Burma, shows that production has 
not kept pace with population in the way which one 
would have supposed This shortage of supply has, 
however, to some extent, been made good from Burma, 
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vrliere tlio area under rice cultivation lias increased 
with great rapidity, and, with extensive tracts still 
available for nee cultivation, will in all probability go 
on increasing In the famine of 1908, for example, a 
considerable portion of Burma’s nee siipphes was 
directed to Bengal and Madras, instead of being exported 
to the Far East or to Europe 

There has been an extraordinary growth of prospenty 
among large sections of the people, especially those w-ho 
are engaged in the cultivation of jute, cotton, oil-seeds, 
and wheat The purchasmg power of these classes has 
greatly increased, and this has stimulated the consump- 
tion of all necessancs The population of cities and 
other industrial centres has groan very rapidly, with 
the development of trade and commerce and of industnes 
on Western hnes , this gron-th has resulted in the transfer 
of a large part of tlie population from a lower to a far 
higher standard of food-consumption. There has been 
a remarkable change in the stylo of b\nng of all classes 
of society throughout the country, and this has led 
to an increased demand, not only for luxuries, but also 
for the finer varieties of food-grains at the expense of 
the cheaper kinds, the consumption of miscellaneous 
articles of food, eg meat, fish, vegetables, ghee, and 
milk, has also increased very laigely , in many tenets 
the ordinary cultivator has now become a fierce com- 
petitor mth the middle classes for these commodities 
There has thus been a large mcrcase m the demand for 
commodities generally on the part of the consumers, 
resulting in a rise of pnees 

The development of communications and the lowering 
of the direct and indirect costs of transport, in India 
itself and between Indian ports and foreign countries, 
have also contributed, to a large extent, to the advance 
of prices The mileage of railways has nearly doubled in 
the last twenty-three years, and railway freight has fallen 
by about 30 per cent The advent of railways in remote 
areas has removed the difiBculty, and m many cases, 
the impossibility of teansportmg their produce profit- 
ably to central markets The growth of the mercantile 
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marine and the extension of cables and telegraphs have, 
during the last ten or fifteen years, brought Ibdia 
closer into the world’s commerce Prices in Indian 
ports are now linked on to those of the world markets, 
and prices in upland districts have similarly been 
levelled up to those at the ports, m a greater degree 
than was previously the case The fall in freights has 
had, between 1890 and 1910, a great influence in affecting 
relative prices not only m different parts of India but 
between the world markets and India itself The fact 
that India and the world’s markets are mutually sym- 
pathetic, to a greater degree than at the commencement 
of the period of this enqmry, has resulted in factors 
outside India affecting pnces here with greater rapidity 
and to a greater extent than formerly A shortage in 
wheat, rice, cotton, or oil-seeds in European or American 
markets makes itself felt at once in India, and the pnces 
of the respective commodities not only at the ports 
but also in upland districts, tend to conform more closely 
to those of the world markets than is generally believed 
The effect of this increasing sympathy between Indian 
and the world’s markets, and between different parts 
of India, IS that pnces are prevented from falling as low 
or rising as high as they would otherwise have done 
The capital and reserves of the Joint-Stock Banks in 
India, including Presidency Banks, have increased in 
the decade ending 1911 by 66 per cent Private deposits 
available for commercial enterprise have increased from 
an average of 22 crores m the five years 1890-94 to 
about 85 crores in 1911 The amount of cheques cleared 
in the three Presidency towns has increased from 138 
crores in 1890 to 617 crores of rupees in 1912 This 
remarkable growth of monetary and banking facilities 
and development of credit have increased the resources 
of busmess men, and with it the demand for com- 
modities generally, and pnces have nsen to an extent 
greater than what would have been possible had this 
improvement not been co-existent 

The development of credit has not been confined to 
India, but has been general throughout the world, and 
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this has been the prime factor which has raised the 
price level in all countries The gold supply, as already 
explained, has mcreaaed to an extent unparalleled in 
the history of the yellow metal It is this increase of 
gold and a simultaneous increase in credibility, « e m 
securities which bankers would accept m mafang ad- 
vances, that has led to the remarkable development of 
credit 

Destructive wars which have taken place m qmck 
BuccesBion since 1898, and the increase in armaments 
m all countries, have also affected the price level to a 
large extent Capital and labour have been diverted 
to what may be termed ‘ unproductive ’ purposes, and 
there is an mcreased demand for many closes of com- 
modities as a reanlt of the activily on the part of the 
most prosperous nations of the world m increasing their 
army and navy 

These are believed to be the ptmcipal causes of the 
recent rise in Indian prices It is clearly impossible to 
keep each of these apart by itself, for, as already pomted 
out, they are continually actmg and reactmg on one 
another We may, however, emphasise the importance 
of the increase m commumcations and the fall m the 
direct and indirect costs of transport, the mcreased 
demand consequent on a general improvement in the 
standard of hving, together with the great development 
of bankmg and credit resnltmg from an mcrease in 
credibibty and in the supply of gold consequent on the 
discovery of the cyamde process and the extension of 
the Transvaal mining mdustry There are other con- 
tnbutory causes not mentioned above, such as the 
sinkmg of large amounts of labour and capital on the 
development of railways and the openmg out of new 
tracts in backward countries, the firmtfolness of which 
will take some tune to mature, but whicb have stimulated 
consumption and prevented production from over* 
takmg it 
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Wages 1 

A scheme was recently introduced for quinquennial 
wage-census to be taken in the vanous provinces, and 
the results of such censuses taken in 1911 are now avail- 
able , in some cases a prehmmary census was taken at 
an earher date, and the companson is instructive The 
results obtained are stated to be more rehable than the 
wage statistics hitherto available 

Bengal (as it stood m 1911), — A. prehmmary census 
was taken in 1908 and a regular census in 1911 , but 
the exceptional conditions in the former year, which 
was a time of great scarcity, makes companson difficult 
The usual daily wage of an unskilled agnoultural labourer 
in 1911 vaned from 2d m Ohota Nagpur to 4d m the 
Burdwan and Presidency divisions Urban unskilled 
labour receives from 2^d to 5d , rates for skilled labour 
are so varied that no general statement is possible 
Masons get from 6d to 8d, and in Calcutta up to 
lid In Calcutta a blacksmith or carpenter can get as 
much as Is 4d a day 

Eastern Bengal and Assam — ^In Eastern Bengal the 
average daily wage of an agricultural labourer vanes 
from 6d in Dacca to lid in the Chittagong Hill tracts 
(the latter figure, however, is a temporary figure due to 
seasonal migrations) In Assam they run from 5d. 
to 8d 

Untied Provinces — A census was taken in 1906 and 
agam m 1911 Unslolled agricultural labour shows 
an all-round nse m the Western distncts, while m 
the Eastern districts the nse is less apparent and m 

^ Taken from the Mored and MaterioL Condtlton of India, 1914 
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Bimdelkhand there has been httle change The daily 
rates vary from about l^d in the East to about 4d 
in the Hill tracts These rates, however, are probably 
abnormally low, owing to a bad autumn harvest Urban 
wages ranged from 3d to 6d for unskilled, and 6d to 2s. 
for skilled labour The rise of urban wages is almost 
universal 

Punjab — A. prelimmary census was held m 1909 and 
a regular census in 1912 Eural wages rose in the 
interval m almost every district The old customary 
rate of 2d a day survives only m Gurgaon , elsewhere 
the most common rates range from dd to 8d , being 
lowest in the East 

North-West Frontier Province — ^The rates are, on the 
whole, higher than for the nearest districts in the Punjab, 
probably owing to the demand for labour due to the 
extension and improvement of cultivation 

Central Provinces — ^For the three agncultural years 
1910-11 to 1912-13 fairly rehable figures have been 
returned They show a slight but continuous rise both 
in urban and rural wages The latter range from about 
3d a day in Chhattisgarh to 4d a day in Berar and 
Nagpur The considerable irrigation and railway pro- 
grammes, and the gradual improvement of agriculture, 
account for these rises, which, however, are partly 
counteracted by the rise m pnees since 1911. 

Burma — ^In the rapidly developing distncts of Lower 
Burma (except the Arakan httoral), and in the north 
of Upper Burma, where conditions are backward and 
labour difficult to mamtam, wages are high, rising to 
as much as Is 4d a day for agricultural labour On 
the Arakan littoral, and in the Upper Burma dry zone, 
the wages arc lower, though considerably higher than 
in most parts of India proper, the mmiTniim being 4d 
a day Daily wages are only paid for mmor agricultural 
opeiations, the majority of agncultural labourers bemg 
paid by the season An extraordinary amount of the 
field work is done by women 

Madras — ^There was a general rise of wages between 
1908 and 1911 The minimum daily rate for rural 
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imskilled labour ranges from l]d m the Deccan to 
2 annas in all otber 'wage-tracts , tbe maxiniuni from 
4d in tbe Deccan to 8d in tbe South During 1912-13 
tbe pnce of labour rose witb tbe price of food grains. 

Bombay —Only one census baa been taken— in 1911 
Plague bas decreased tbe available supply of labour, 
and tbe existence of a mill industry, together with tbe 
progress of large schemes of dock and railway extension, 
tbe Tata Hydro-Electric Works, etc , bas a beneficial 
effect on agricultural wages, which in most districts 
average about 4d a day, except where tbe presence of 
pnmitive tribes results in lower rates In Sind wages 
are higher. 


Average Bates of Wages Paid in Selectm) 
Industries in 1913 ^ 




Asp 

Cotton 

Month 

1 0 SJ 

Wool ----- 


1 2 1/. 

Paper 


1 G 4 

Eice ----- 


3 10 10 

Bre'wuig - - - - 


1 0 1} 

Jute . . - - - 

Week 

0 5 0^ 

Mining (coal) - - - 

Day 

0 0 cji 

fAct coolies - - - 

Month 

0 G 45 I 

Tea ■{ Non-act coolies - 

» 

0 5 

[General average - 


0 5 


^jR&meto of the Trade of India, 1913-14, p 84 





aro unsatisfactory and not wholly reliable 
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Joint-Stock Companies in 

1900 AND 1912-13 » 

leoo 1012 IS 

Banking and loan, 

- 

407 

477 

Insurance, - - - - 

. 

43 

186 

Na-sugation, 

- 

9 

20 

Railways and tramways, 

- 

18 

36 

Other trading companies. 

- 

252 

769 

Tea, 

- 

129 

177 

Other planting companies, - 

- 

19 

31 

Coal nuning, - - . 

- 

34 

134 

Gold mining, ... 

- 

7 

8 

Other mining and quarrying companies. 

13 

65 

Cotton mills. 

• " 

152 

205 

Jute mills, - - - - 

- 

21 

35 

Mills for wool, silk, hemp, etc.. 

- 

25 

16 

Cotton and jute screws and presses, 

113 

140 

Flour mills, - - - - 

- 

18 

29 

Land and building. 

- 

4 

29 

Sugar, 

- 

11 

22 

Other companies. 

- 

65 

120 

Total, 

. 

1340 

2409 


^Stattstxcal Ahttractfor BnUsh Indta, 1916, 
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Progress of Banking Capital in India. 



Capital and Beacrre 
(Lakhs of Rupees). 

Deposits 

(Lakhs of Rupees). 

Cash Balances 
(Lakhs of Rupees) 


1904 

1 

1918 

Hi 

1904 

1 

1 IDIS 

' In 
crc'ise 
' p c. 

loot 

1913 

In 

croaao 
p c« 

Presidency 
Banks > 

6,10 

1 

7,48 

23 

1 

1 25,15 

42,37 

68 

10,22 

>-• 

Od 

00 

50 

Exchange 

Banks- 

32,04 

66,74 

77 

16,32 

31,03 

90 

4,94 

5,88 

19 

Indian Joint 
Stock-Banks 
(above Rs 5 
lakhs) - 

1,45 

3,64 

151 

11,51 

22,59 

96 

1,44 

4,00 

178 

Total - 

39,59 

67,86 

71 

52,98 

95,99 

81 ! 


25,26 

52 


The proportions per cent of the Cash to the liabilities on Deposits m 
1904 and 1913 were respectively Presidency Bants,— 40, 36 , Exchange 
Banks,— 29, 19, Indian Jomt-Stook Banks (above 6 lakhs),— 12, 18 
Vide StaUttxcal Tables relating to Banls %n India, 1915 
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Summary of Conclusions of the Effort of the 
Eoyal Commission on Indian Currency and 
Finance 


“For convenience of reference we summarise our 
conclusions as follows — 

(i) The establishment of the exchange value of the 
rupee on a stable basis has been and is of the first im- 
portance to India (Para 8 ) 

(u) The measures adopted for the mamtenance of the 
exchange value of the rupee have been necessarily and 
rightly rather supplementary to, than m all respects 
directly in pursuance of, the recommendations of the 
Committee of 1898 (Paras. 7 and 44 to 46 ) 

(lu) These measures worked well m the cnsis of 1907-8, 
the only occasion upon which they have been severely 
tested hitherto (Paras. 48, 49 ) 

(iv) The time has now amved for a reconsideration of 
the ultimate goal of the Indian Currency system The 
belief of the Committee of 1898 was that a Gold Currency 
m active circulation is an essential condition of the 
maintenance of the Gold Standard m India, but the 
history of the last 15 yeais shows that the Gold Standard 
has been firmly secured without this condition (Paras 
47, 50 ) 

(v) It would not be to India’s advantage to encourage 
an increased use of gold m the mtemal circulation 
(Paia 64) 

(vi) The people of India neither desire nor need any 
considerable amoimt of gold for circulation as currency, 
and the currency most generally suitable for the internal 
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needs of India consists of rupees and notes. (Pants 
D5, 76 ) 

(vu) A mint for the coinage of gold is not needed for 
purposes of currency or exchange, but if Indian senti- 
ment gcnumcly demands it and the Government of 
India arc prepared to incur the expenee, there is no 
objection m principle to its csfablishmcnt either from 
the Indian or from the Imperial standpoint : provided 
that the com minted is the sovereign (or the lialf- 
sovcrcign) , and it is pre-eminently a question in which 
Indian sentiment should prevail. (Paras 69-73 ) 

(^rii) If a mint for the coinage of gold is not established, 
refmed gold should be received at the Bombay Mint in 
exchange for currency (Para 73.) 

(ix) The Government should continue to aim at 
giving the people the form of currency which they 
demand, whether rupees, notes, or gold, but the use of 
notes should be encouraged. (Paro 76 ) 

(\) The essential point is that this internal currency 
should bo supported for exchange purposes by a 
thoroughly adequate reserve of gold and sterling 
(Para 76) 

(xi) No limit can at present be fixed to the amount 
up to which the Gold Standard Reserve should bo 
accumulated (Para 86 ) 

(xii) The profits on coinage of rupees should for the 
present continue to bo credited exclusively to the 
Reserve (Para 89 ) 

(xiii) A much larger proportion of the Reserve should 
be held in actual gold By an exchange of assets 
between this Reserve and the Paper Currenoj^ Reserve, 
a total of about £10,000,000 m gold can be at once 
secured This total should he raised as opportunity 
oficis to £15,000,000, and thereafter the authorities 
should aim at keeping one-half of the total Reserve in 
actual gold (Paras 93 to 100 ) 

(xiv) The Indian branch of the Gold btandard Reserve 
in Vi’hich rupees are now held should bo abolished, the 
rupees being handed over to the Paper Ourrcncy Reserve 
m exchange for gold (Para 98) 
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(xv) The proper place for the location of the whole 
of the Gold Standard Eeserre is London. (Paras 90 
and 100 ) 

(sn) The Government ahould definitely imdertake to 
sell hills m India on London at the rate of Is 3^d per 
rupee whenever called upon to do so (Para lOl") 

(x\ni) The Paper Currency system of India should be 
made more clastic The fiduciary portion of the note 
issue should be increased at once from 14 crores to 20 
CToros, and thereafter fixed at a maximum of the amount 
of notes held by Government m the Reserve Treasunes 
plus one-third of the net circulation, and the Govern- 
ment should take power to make temporary mvestments 
or loans from the fiduciary portion withm this mayimnTn 
in India and m London, as an alternative to mvestment 
m permanent securities (Paras 112 and 113 ) 

(mil) We recommend the immediate umvcrsahsation 
of the 500-rupee note and the increase of the facihties 
for the encashment of notes. (Para 115 ) 

(xix) The aggregate balances m India and London m 
recent years have been imusually large This has been 
due mainly, though not entirely, to accidental causes 
and to the exceptional prospenty of India. (Paras 
125, 126 ) 

(xx) Caution is justifiable in frammg Budgets in 
India, but has been earned rather further than was 
necessary m recent years (Paras 126 and 128 ) 

(xxi) A change in the date of the commencement of 
the financial year &om the 1st Apnl to the 1st November 
or the 1st January would probably enable the Govern- 
ment of India to frame more accurate Budgets Such a 
change would also enable the India Office to fix the 
amount of their borrowmgs m London with closer 
regard to immediate needs We commend this proposal 
for favourable consideration (Paras 128 and 190 ) 

(xxu) The practice of transferrmg revenue surpluses 
to London to be used in avoidmg or reduemg fresh 
borrowings for capital expenditure has been thoroughly 
justified m the interests of India, and the Secretary of 
State has made good use, for this purpose or for actual 



APPENDIX K 


reduction of debt, of tbe balances from time to time 
accumulated in bis bands (Paras 130 to 133 and 
179.) 

(xxui) But tbe recommendations wbicb vre make as 
regards loans by Government in India may lead to a 
revision of tbe occasions, tbougb not of tbe extent, of 
transfers of money to London (Para 133 ) 

(xxiv) The independent Treasury system of tbe 
Indian Government is not an ideal one It is partly 
responsible for tbe stnngcncy vrlucb recurs annually 
in tbe Indian money markets (Paras 137 to 143 ) 
(xxv) We recommend that tbe Government of India 
should make a regular practice of granting loans to the 
Presidency Banks from their surplus balances in India 
against sccunty on terms to be negotiated with tbe 
Presidency Bonlrs (Paras 150, 1G3, 164 ) 

(xxvi) In deciding upon tbe location of surplus bal- 
ances, the Government of India and the Secretary of 
State should act m consultation, and, while the trans- 
mission of tbe necessary funds to London at favourable 
rates of exchange is tbe first consideration, tbe authori- 
ties should have regard to all the factors including tbe 
possibility of utilismg surplus balances for loans in 
India. (Paras 159 to 161 ) 

(xxvn) In carrying out these recommendations, tbe 
authorities should proceed tentatively and vritb caution. 
(Para 165) 

(xxvm) We recommend that tbe amount of the annual 
rupee loans m India should be increased as much as 
possible. The figures of recent loans appear to have 
been somewhat over cautious We call attention to the 
questions of relaxing present regulations m regard to 
endorsements on rupee paper and of creatmg new forms 
of securities (Paras 167 to 169 ) 

(xxix) The Secretary of State sells Council Drafts, 
not for the convenience of trade, but to provide the funds 
needed m London to meet tbe leqiurements of the Secre- 
tary of State on India’s behalf (Para 186 ) 

(xxx) The India Office perhaps sold Council Drafts 
unnecessarily at very low fates on occasions when the 
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London balance was in no need of replenishment, but 
we do not recommend any restrictions upon the absolute 
discretion of the Secretary of State as to the amount of 
drafts sold or the rate at which they are sold, provided 
that it IS within the gold pomts The amount and 
occasion of sales should be fixed with reference to the 
urgency of the Ghivemment’s requirements and the rate 
of exchange obtainable, whether the drafts are agamst 
Treasury balances or against the Reserves (Paras 181 
to 185 ) 

(xxxi) There has been some excess of caution m the 
renewal of debt by the India Office durmg recent years 
(Para 192 ) 

(xxxii) The system of placmg portions of the India 
Office balance out on short loan with approved bor- 
rowers in the City of London is on the whole well 
managed, but we draw attention to — 

(а) The term for which loans are made 

(б) The desirability of giving greater publicity to 
the methods by which admission is gamed to 
the list of approved borrowers 

(c) Some defects m the hst of approved securities 
and especially its narrow range (Paras 196 
to 200 ) 

(xxxui) There is no ground for the suggestion that the 
City members of the Secretary of State’s Council showed 
any kind of favouritism m placmg on deposit with 
certam banls, with the directorates of which they were 
connected, a part of the India Office balance at a time 
when it was too largo to be placed entirely with the 
approved borrowers But we call the attention of the 
Secretary of State to the desirability of avoiding as far 
as possible all occasion for such criticism, though it may 
be founded on prejudice and ignorance of the facts 
(Para 202 ) 

(xxxiv) We observe that m our opmion the time has 
come for a general review of the relations of the India 
Office to the Bank of England (Para 203 ) 

(xxxv) The workmg of the present arrangements for 
the remuneration of the Secretary of State’s broker 
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Bhould bts watched, and if necessary they should be 
revised (Para 20 i ) 

(xxxin) We record our high opinion of the way m 
which the permanent staff, both in India and in London, 
have perfornicd the compheated and difficult financial 
duties placed upon them (Para 7 ) 

(sxxvii) We recommend a continuance of a Finance 
Committee of Council ns providmg the machinery most 
suitable for the uork required (Para 208 ) 

(xxxviu) The Finance Committee should, if possible, 
contain three members with financial cxpenence, repre- 
senting — 

(a) Indian Official Finance 

(&) Indian Banking and Commerce. 

(c) The London Monev Market 
In any ease there should oe at least one member with 
Indian financial experience The absence of any repre- 
sentative of Indian finance on the Committee since 1911 
has resulted m giving undue prominence to the repre- 
sentation of London City experience (Para 210 ) 
(xxxix) llTiile we suggest that the changes recently 
proposed and now under discussion in the constitution 
of the India Council may require some modification m 
order to provide for the continuance of a Finance Com- 
mittee of Council, we are m sympathy with the desire 
for expediting financial business, which is one of the 
objects in view (Para 214 ) 

(xl) The present arrangement under which the Assis- 
tant Under Secretary of State, having financial experience, 
18 able to share with the Fmancial Secretary the responsi- 
bility for financial busmess m the India Office has many 
advantages For the future wc recommend that either 

(1) the Under Secretory or Assistant Under Secretary of 
State should have financial experience as at present, or 

(2) there should be two Assistant Under Secretaries, of 

whom one should have financial experience fPara 
216 ) r \ 

(di) Wc are not in a position to report either for or 
agamst the estohhshment of a State or Central Bank, 
but we regard the subject as one which deserves early 
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and careful consideration, and suggest tlie appointment 
of a small expert committee to examme the whole 
question m In(ha, and either to pronounce against the 
proposal or to work out m full detail a concrete scheme 
capable of immediate adoption (Paras 221, 222 ) ” 
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Prof PRAMATHANATH BANERJEA, MA. 

FORMERLY PROFCSSOP OF ECONOMICS, CITY, TIPOK, AND 
SCOTTISH CHLrCIIPS COLLEGfeS OF CALCUTTA 
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SrCOND EDITION, REVISED AND ENLARGED 
Pnce 4? fid net 

A FEW EXTRACTS FROM OPINIONS 

INDIA, London — " A work which recalls the time when 

the study of The Wealth of Nations was imposed upon the present 
writer he devoured the voluminous pages till their end was 
reached ‘ studio falente laborem ’ The perusal of Mr Banerjea's 
book has had precisely the same kind of effect There is not a 
page — ^nay, not a sentence — ^in it, so concentrated and condensed 
IS its style, which has not the highest mterest The book 

abounds in notable and pregnant observations, far too numerous 
to reproduce in a short article It cannot be out of place to 

comphment Mr Banerjea on the attractiveness of his stjde as well 
as on its lucidity ’’ 

CAPITAL, Calcutta — " Prof Baneijea has adopted the stand- 
point of the scientific enquirer as free as possible from pohtical 
bias We have here a storehouse of information hghtened 

by the lamp of a robust and patriotic Indian intelhgence You 
cannot go through it without being stimulated to thought and 
studj We would strongly commend the book to the earnest study 
of English pohticians " 



DR BROJENDRANATH SEAL, King George V Professor of 
Philosophy, Calcutta University — " The journalist or pubhcist who 
begins tlie senous study of Indian economic problems will find 
here an interesting, informing, and lucid presentation of the ele- 
ments of the subject An admirable trait of the author is his 
studied fairness and moderation hlr Banerjea, as a senous 

and 'ncll-informed student of economic phenomena, has of course 
his own theoretical convictions and practical suggestions , but, 
without nccessanly subscnbing to his views on particular questions, 
the cntical reader will freely admit that our author preserves 
throughout a judicial mind and temper, and shows no trace of the 
partisan bias or the faddist’s hobby-hunting which so often dis- 
figures the wntings of amateur pohticians and journalists on either 
side of the controversy " 

SIR GOOROO DAS BANERJEE, Ki , formerly Vice-Chancellor, 
Calcutta University — " The book evinces a thorough mastery of the 
subject and an uncommon power of lucid exposition It will 

form an excellent mtroduction to Indian Economics, and will be 
of great use to University students " 

PROF J S NICHOLSON, Edinburgh University 1 have no 
doubt it ivill be a useful compendium for those interested in the 
subject, includmg myself ” 

JOURNAL OF THE ROYAL STATISTICAL SOCIETY, 
London — " In this httle book hlr Banerjea has set lumself the 
difficult task and on the whole he has acqmttcd himself nell 
]Mr Banerjea has "wisely based his sketch on satisfies, which have 
helped to make his description more defimte Mr Banerjea 

has tned to represent tlie different sides of every question in the 
fairest possible manner, and on the nbole he has succeeded very 
well in the attempt The book may be recommended as a useful 
summary of Indian conditions to all interested in Indian Economics *' 

ECONOMIC JOURNAL, London — *' serious study and a 

determination to find the truth, whether palatable or unpalatable 
to this or that school of thought As a httle handbook for begmners, 
Mr Banerjea ’s book satisfies these two essential postulates, and it 
has the furtlier great merit of being admirably "written ” 

SATURDAY REVIEW, London— ” A. general view of the 
economic and material condition of India and her people, stated 



from the Indian point of view in temperate and moderate terms 
The whole ground is covered in a short compass " 

THE SPECTATOR, London— “'Mx Bancrjea's very interesfang 
and very clearly written study ” 

THE OUTLOOK, London — ** As an introduction to the economic 
conditions of modem India, this little book leaves httle to be 
desired To those going to India in an ofScial capacity, the 

book should prove exceptionally useful ’* 

THE SCOTSMAN, Edinburgh — ^"He indicates the general 
hnes of solution with great lucidity The reader will always 

find his ideas suggestive ” 

THE GLASGOW HERALD — " An interestmg contnbution to 
the discussion of a deeply interesting subject ” 

DAILY EXPRESS, Dublin — It is a well-ivntten and carefully 
compiled repertory of facts and figures To raise India from 

stagnation is her problem of to-day, and we hope and trust that 
Mr Baneijea's book may help to solve it " 

THE AMRITA BAZAR PATRIKA, Calmtta—’’ As an expert 
in the subject, he has been thoroughly successful in the treat- 
ment His intelbgent and suggestive exposition 

contaming throughout evidences of deep research, close thinkmg 
and npe scholarship Every student of Indian Economics will 
profit by its perusal " 

INDIAN SPECTATOR, Bombay — " Its perusal at least sets the 
inqmrer on the solid rock of a correct general idea of the situation 
The whole is excellently expressed m a calm and judicial manner, 
and the best authorities are cited The great value of the 

book hes m its comprehensive sweep and its freedom from bias ’* 

HINDUSTHAN REVIEW, Allahabad — ^"Thoroughly well 
adapted to the object in view The result is a highly useful manual 
for students on the threshold of the study of Economics It will 
also be found of value by pohtiaans and pubhosts, interested in 
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